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WEDNESDAY, JANUARY 25, 1956 


Hovuskr or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, _ 
Washington, D.C. 
EXECUTIVE SESSION 


The subcommittee met at 10 a. m., the Honorable F. Edward Hébert, 
chairman, presiding, and the following members present: Mr. Brooks, 
Mr. Hess, Mr. Rivers, Mr. Gavin, Mr. Fisher, Mr. Cunningham, Mr. 
Hardy, Mr. Bates, Mr. Miller, Mr. Vinson, and Mr. Short. 

Mr. Hésert. The committee will come to order. 

Mr. Courtney. Mr. Chairman, this is an executive session, and 
besides Admiral Radford, we have Comdr. Means Johnston, Jr., as 
aide, with him; Mr. Charles Kendall, who is General Counsel for the 
Office of Defense Mobilization; Mr. Fentress—first name ? 

Mr. Fenvrress. Carroll D. Fentress. 

Mr. Courrney. And Mr. McEldowney, are from the Department 
of the Interior, representing Mr. Stewart. 

_. Commander Schremp is from the Judge Advocate’s Office, and Mr, 
Blair is from Mr. White’s office. 

All of them have been present at this hearing before. 

Mr. Hégert. Members of the committee, this hearing this morning 
is a continuation of the hearings which were begun last year in con- 
nection with proposed pipeline to the Pacific coast. 

I want to say at this time to the members of the committee that I 
was informed on yesterday, and this is confidential as far as the com- 
mittee members are concerned, or rather keep it confidential until an 
announcement is made—I was informed by Standard Oil of Cali- 
fornia that they are enlarging their plant at El Paso, Tex., and con- 
ar pe an enlargement of the line, which they announced last year 
while we were conducting the hearings on the coast. 

As you will recall, at that time they took us by surprise in making 
the announcement on the day that the hearing started, for the con- 

struction of the pipeline or the enlargement of it. So yesterday af- 
ternoon late they called me and wanted to inform the committee and 
informed myself that they were contemplating the plan and the line, 
so we would not be taken by surprise, and reassured me that the 
announcement on the eve of this hearing was purely coincidental and 
had nothing to do with the hearing itself, as we suggested maybe 
it had something to do with the hearing in California. 
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Mr. Suorr. It just so happens, though, that at the 11th hour they 
finally get busy and do something and they act. 

Mr. Heépserr. That is it, Mr. Short. I just want to bring that to 
the committee. 

Mr. Snort. It is strange that you would have these coincidences, 
particularly having a repetition of it. 

Mr. Hézert. Yes, sir. When we opened in California, on the very 
day we opened they announced the pipeline, and on the eve of this 
hearing they announced the enlargement of the pipeline. 

Mr. Suorr. That is right. I think from the hearings we already 
had we know what the attitude of Standard of California is. 

Mr. Héserr. Admiral Radford, we are very happy to have you here 
this morning. I am sure that you have been informed as to the pur- 
pose of the hearing. You have had some private conversations with 
Mr. Short, who is primarily responsible for these hearings. Now, if 
you will proceed. 

Do you have a prepared statement ? 

Admiral Raprorp. Yes. 

Mr. Héserr. We would be very happy to hear you. 

Admiral Raprorp. Thank you. 

Mr. Héserr. Incidentally, I also want to say the committee is very 
happy to have with us the chairman of the full committee, Mr. Vinson. 
You are always welcome at our meetings. 

Mr. Vinson. Thank you, Mr. Chairman. 


STATEMENT OF ADM. ARTHUR W. RADFORD, CHAIRMAN, JOINT 
CHIEFS OF STAFF 


Admiral Raprorp. Mr. Chairman and members of the House Armed 
Services Subcommittee for Special Investigations. I have been re- 
quested to testify with respect to the military urgency or necessity 
for the construction in peacetime of a crude oil pipeline from west 
Texas to California, primarily for use in a wartime emergency. 

I believe I can best convey the military position on this subject by 
relating briefly the general concept for military action in the event of 
world conflict. 

As you may be aware, our war planning generally considers three 
categories or sets of conditions under which the Military Establish- 
ment might be called upon to functien. These are (a) A so-called 
cold war, in which world tensions of greater or less degree may con- 
tinue for a prolonged period of time; (6) limited, peripheral or 
“brush-fire” type of war, the onset of which might occur in a number 
of widely separated areas of the globe; and lastly, (c) general, or 
world, war. 

The Military Establishment is presently so designed as to cope 
with the conditions of “cold” or limited war without the necessity 
of full mobilization of the Nations resources, and with but limited 
effect upon our normal economy. 

The Korean war serves as an illustration related to the subject 
you are considering. 

The petroleum requirements for that action were supplied without 
the necessity for imposing rationing in any area of the Nation. 

On the other hand, the Nation’s involvement in general, or world, 
war will require the instant mobilization of all war resources. 
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General war will certainly give rise to petroleum shortages. At- 
lantic convoy losses during ‘the early days of World War II are a 
sobering recollection today. 

Until the Soviet submarine threat is contained within acceptable 
limits, heavy convoy losses will again occur. 

With practically no significant local crude oil supply and a refining 
capacity of approximately 1 million barrels per day; the east coast 
must rely upon crude oil supply from other sources. 

In summary, we would naturally like to see a pipeline from west 
Texas to the west coast as an additional military resource, but I am 
firmly convinced that eminently vital and ov erriding requirements 
in the premises exist in the opposite direction, 

Mr. Héperr. Thank you very much, Admiral Radford. 

Mr. Vinson, any questions ? 

Mr. Vinson. No questions. 

Mr. Héperr. Mr. Short? 

Mr. Suorr. You are aware, of course, as everyone else, of the rapid 
increase in population and the enormous increases in consumption 
of petroleum products on the west coast. 

(Admiral Radford nods. ) 

Mr. Suorr. And California today is not producing adequate sup- 
ply to meet her own peacetime needs, for her economy. In fact, she 
is about 255,000 barrels per day short of meeting peacetime consump- 
tion in refined products. And the west- coast. refineries today are 
importing 134,000 barrels of foreign oils. Five subsidiaries of major 
oil companies meet their current peacetime needs now. 

Now, if we become involved in global war and had to depend upon 
tankers to bring the oil from remote spots in the world and particularly 
when we were told recently that the Russians have over 400 snorkel- 
type submarines, large and fast, and with the experience we had in 
World War II with the Nazis, with only 150 submarines, sinking 54 
out of our 59 tankers off the east coast, don’t you think we would be 
placed in general jeopardy and peril and have those supply lines out ? 

Admiral Raprorp. Well, Mr. Short, in the case of a general war, one 
of the first steps of course would be the imposing of rationing in the 
petroleum as well as other fields. 

Mr. Suorr. But they would have to be rationed. 

Admiral Raprorp. Well, that will go in effect in any global 
emergency. 

Mr. Suorr. Certainly, that is true. But we have to keep constantly 
in mind that oil is as necessary to transportation of defense workers 
as it is on the battlefield itself. 

Admiral Raprorp. Well, that is taken into account in this study. 

Mr. Suort. That is taken into account. 

Admiral Raprorp. Yes. As you pointed out, the demand is increas- 
ing with the increased population on the west coast. One point I would 
like to make is that none of these plans is static. In other words, they 
are reviewed constantly, and what I say today may not be applicable 
3 or 4 years from now. 

But at any rate, today we have the shut-in capacity of the Elk Hills 
Naval Petroleum Reserve, which is now producing approximately 
16,000 barrels a day but could be opened up to a steady production of 
100,000 barrels a day, and for short periods of time could probably 
produce in the neighborhood of 150,000. 
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That, together with the oil that is available via the recently com- 
pleted Transmountain Pipe Line to Vancouver and the Puget Sound 
area from the Canadian fields, will insure a supply of crude oil ample 
for the available refinery capacity on the west coast. 

In other words, you can more than make up for the foreign imports 
today if all importation into the west coast by tanker were stopped. 

District 5 has the crude oil available to support its present refin- 
eries and the new refineries that are being built—there is an additional 
refinery capacity being built in the Puget Sound area which also 
disperses the refinery capacity on the west coast. 

Mr. SuHorr. But possible Canadian sources are farther away than 
west Texas. And after all, Canada, though she is historically our 
friend and a good neighbor, is a foreign country and in time of war it 
would be only commonsense for us to suppose that they would take 

‘are of their own needs first. 

(Admiral Radford nods.) 

Mr. Suort. The fact of the matter is, Canada’s industry in eastern 
Canada today is being supplied by foreign oil, mostly from Saudi 
Arabia, and if you got in war and cut off that foreign source of supply, 
Canada would have to be supplied—I mean eastern Canada, the heavy 
industry of Canada, would have to be supplied from the Alberta 
fields. 

Now, if war should come and Canada would have to shift her 
emphasis to the eastern part of the dominion, certainly there wouldn’t 
be oil to go to the Pacific Northwest as there is today. 

Admiral Raprorp. Well, I haven’t been in on any of the detailed 
studies of that kind, but I think we have a good reason to suppose 
that Canada would be allied with us in any global war, and in that 
case they would probably also impose rationing. And as I pointed 
out, the Elk Hills Reserve alone will make up the amount that is im- 
ported now from foreign sources by tanker. 

Mr. Suorr. Well, that is open to question. I think that is de- 
batable. But from the testimony we had—and we are going to hear 
more testimony today on that very point. 

We do know, however, that in the Korean conflict, when we had to 
bring oil from the gulf coast to the west coast, a distance of 5,000 
miles 

(Admiral Radford nods.) 

Mr. Suortr. And fortunately we kept the Panama Canal open. Of 
course it could be knocked out of commission. But even shipping 
from the gulf coast to the west coast through the Panama Canal, a 
distance of 5,000 miles, the cost to us was $1 million a month more in 
transportation by tanker than it would have cost us had we had a 
pipeline. 

Admiral Raprorp. We didn’t impose rationing on the civilian 
economy during the Korean war. 

Mr. Suorr. We didn’t. 

Admiral Raprorp. And that would have changed the picture, had 
we done so. 

Mr. Suort. Well 

Admiral Raprorp. And we didn’t open up the petroleum reserve, 
either. 

Mr. Suorr. We don’t want to impose rationing unless it is ab- 
solutely necessary. 




















SOURCES OF SUPPLY OF OIL AND OTHER PETROLEUM PRODUCTS 1177 


Admiral Raprorp. No. 

Mr. SuHorr. But the point I am making is: It is 5,000 miles 
by water from the gulf coast to the west coast. It is 4,400 water miles 
from the Caribbean and Central America. It is 11,400 miles from 
Saudi Arabia. We know the tankers are vulnerable to attack, par- 
ticularly with the modern submarines our potential enemy has. We 
know that it is also very expensive and that perhaps in transportation 
cost alone a pipeline from west Texas to California would soon pay 
for itself. And you wouldn’t have—— 

Admiral Raprorp. Well 

Mr. Suortr. And a pipeline is more invulnerable, or less vulner- 
able—nothing is invulnerable today, but it is less vulnerable to attack 
from tankers or tank cars. It costs a lot of money to ship a barrel 
of oil from West Texas to California by rail. But if you had a pipe- 
line underground—and bear in mind that you could not only trans- 
port the crude oil, you could reverse the thing and send finished prod- 
ucts through it; you could send anything through a pipeline. 

(Admiral Radford nods.) 

Mr. Suorr. So from the sheer economic point of view, it would 
pay for itself in a few years. 

Admiral Raprorp. Well, the military are not arguing against the 
pipeline. We believe it would be a good thing to have, and if it is 
economically feasible, we would like to see it built. 

Mr. Vinson. May I interrupt there? 

Admiral Raprorp. My only question 

Mr. Vinson. Isn’t that somewhat in contradiction to what you 
sum up? Read that again. That disturbed me as you summed it 
up. What was your conclusion? 

Admiral Raprorp. The difference, Mr. Chairman, in what I said 
just now and what I said in my statement is that we have no objection 
to a pipeline from the west Texas fields to the west coast ; however, 

Mr. Vinson. Now read what you said, just that last line there. 

Admiral Raprorp. In my statement? 

Mr. Héserr. Yes. You said it was a luxury the Government could 
not afford, I think. 

Admiral Raprorp. Well, that is the point 

Mr. Vinson. Read that, Admiral. 

Mr. Suorr. Have you always felt this way about it, Admiral ? 

Mr. Vinson. Wait one minute, Dewey. Let the admiral read it. 

Mr. Hépert. Go ahead, Admiral. 

Admiral Raprorp. (Reading) : 














Admiral Raprorp. In summary, we would naturally like to see a pipeline from 
west Texas to the west coast as an additional military resource, but I am firmly 
convinced that eminently vital and overriding requirements in the premises exist 
in the opposite direction. 

That is in regard to priorities of pipeline construction that the Gov- 
ernment would have to finance or support. 

Mr. Brooks. Yours is a question of priorities? 

Admiral Raprorp. Yes, sir, and also Government financing. 

Mr. Vinson. Well, that is not involved in this at all. 

Mr. Hess. What? 

Mr. Hépert. Yes, it is. 

Mr. Hess. It is. 

65499—56—pt. 2 
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Mr. Hépert. That is the issue. 

Mr. Vinson. No, no, no. ° 

Mr. Heserr. Yes, it is. The issue before the committee is this, 
whether or not it is of such a military necessity that the Government 
allow the construction of the pipeline under 

Mr. Vinson. Essentiality. 

Mr. Héserr. Under a priority, of course, but secondly under the 
certificate of necessity 

Mr. Hess. Essentiality. 

Mr. Héserr. Essentiality, which carries with it a favored tax reduc- 
tion and amortization. 

Mr. Vinson. That is it, exactly. It is 20 percent of the cost. 

Mr. Hesert. That is right. 

Mr. Vinson. 20 percent. So it is no direct appropriation made at 
all by the Congress. 

Mr. Courtney. Mr. Chairman, let us be clear on the issue. I am 
afraid there is somewhat confused thinking on this subject. At the 
moment the West Coast Pipe Line Co, has a certificate of necessity. 

Mr. Suorr. Yes, sir. 

Mr. Courtney. Which gives them certain tax amortization 
advantages. 

Mr. Vinson. That is right. 

Mr. Courrnry. They now desire to have a certificate of essentiality. 

Mr. Vinson. That is right. 

Mr. Courtney. Which if granted would authorize the Secretary of 
the Treasury either to loan all or some part of the cost of this line or, 
two, to guarantee the income of the line over a stated period. 

So, the issue before the committee this morning has only to do with 
Government guaranty or loan. 

Mr. Vinson. Oh, I see. 

Mr. Heserr. All right, Admiral, proceed. 

Mr. Gavin. Pardon me just at that point. Both issues, or just one 
‘the other? 

Mr. Heésertr. They already have a certificate of necessity. 

Mr. Gavin. But the loan and the guaranty is what I am referring 
to. 

Mr. Courtney. Well, that is in the alternative. 

Mr. Gavin. Which? 

Mr. Courtney. That determination of whether to make a guaranty 
or an outright loan lies within the province of the Secretary of the 
Treasury. 

Admiral Raprorp. Well, I imagine it is also involved as to whether 
private capital will loan the money or not. 

Mr. Courrney. Well, all of those things are implicit in it. 

Admiral Raprorp. Yes. 

Mr. Courrney. But the final decision on the implementation of a 
certificate of essentiality which the Director of Defense Mobilization 
would issue as to how it would be implemented would be in the 
province of the Secretary of the Treasury. We are dealing solely 
this morning 

Mr. Héserr. Solely with the certificate of essentiality. 

Mr. Courtney. Whether military necessity as described by you will 
support a finding of the need for a certificate of essentiality over and 
above the certificate of necessity which is presently existing. 
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Admiral Raprorp. Yes. 

Well, Mr. Short asked me if I had always felt this way, and I 
would like to say that these hearings first came to my attention when 
I came back here. Prior to that time I had no knowledge of develop- 
ments in the situation at all, and as a matter of fact I had no occasion 
to go into it in great detail until last summer when Mr. Short spoke 
to me about the possibility of this hearing. 

Since then I have studied all the information that is available in 
the Department of Defense, and I have come to these conclusions as 
a result of that study. 

Mr.Suorr. Have you seen the confidential report that up until 
now has been kept as confidential by Colonel Brown ? 

Admiral Raprorp. Yes, sir. 

Mr. SHort. Well, he recommended, you know, that the pipeline be 
built back in 1952. 

Admiral Raprorp. Yes, sir. 

Mr. Courtney. Mr. Short, that is declassified now. 

Mr. SHort. Has it been declassified? You said it might be. 

Mr. Courtney. As of this morning. 

Mr. Snort. I have not mentioned it to anybody. But I was wonder- 
ing why his recommendation is not carried out or followed. | . 

Mr. Héperr. Excuse me, Admiral; for the record, please identify 
Colonel Brown, Mr. Short. 

Mr. Sort. Colonel Brown—you have it there. 

Admiral Raprorp. It was Colonel Moore, Lieutenant Colonel Moore, 
who signed the letter. 

Mr. Suorr. It is the Brown report. 

Mr. Fogo. It was a letter, Mr. Chairman 

Mr. Suorr. I gave the letter back to you. You have it there. 

Mr. Hésert. Identify Colonel Moore. 

Mr. Courtney. Mr. Chairman, I think probably it would be appro- 
priate at this time to offer this letter and the attachments as a part of 
this record. 

Mr. Suortr. What? 

Mr. Courtney. I think it would be appropriate to offer it ds a part 
of this record. 

Mr. Suorr. Yes. 

Mr. Courrney. Mr. Chairman, in the original hearings there was 
some question raised with respect to this recommendation, which is 
signed by Colonel—Lt. Col. Victor H. Moore, Quartermaster Corps, 
for Douglas R. Brown, colonel, United States Air Force, executive 
officer. 

Mr. Hésert. To whom is the letter addressed ? 

Mr. Courtney. And it was addressed to the Chairman, Munitions 
Board, Joint Petroleum Committee, in Washington, on October 21, 
1952. 

The letter has been transmitted to us without classification as of 
this morning by the Assistant Secretary of Defense for Supply and 
Logistics, with certain comments. 

Mr. Hénerr. I would suggest that it be read into the record, so when 
we discuss the letter we know what we are talking about. Read the 
letter. 

Mr. Courtney. This is the letter from the Assistant Secretary of 
Defense. 
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Mr. Snort. It is the next to the last paragraph. 

Mr. Courtnry. Which I read, also the comment of the Assistant 
Secretary of Defense at the moment. But perhaps we better get to 
the Brown letter. 

Mr. Gavin. What is the comment ? 

Mr. He&sert. Let’s take first things first. 

Mr. Courtney. All right, I will read it. 


JULY 27, 1955. 

DeaR Mr. H&éBert: In accordance with the verbal request on July 26, 1955, 
of Mr. Edward T. Fogo, staff assistant of the Subcommittee on Special Investi- 
gations of the House Armed Services Committee, please find enclosed for your 
information a letter from the Armed Services Petroleum Purchasing Agency 
(ASPPA) serial 30-645, dated October 21, 1952, on the subject of the West 
Coast Pipeline Co. proposed construction. 

I have had my staff review the referenced letter and respectfully submit the 
following comments : 

At the time the referenced letter was written, the ASPPA was an operating 
agency under the policy guidance of the Munitions Board Joint Petroleum Com- 
mittee. The subject letter, therefore, is an interoffice document furnished to the 
staff of the Munitions Board Joint Petroleum Committee (MBJPC) for considera- 
tion. Further, this letter was signed by Lt. Col. Victor H. Moore, QMC, for Col. 
Douglas R. Brown, USAF, then the executive officer of ASPPA. It shows no 
evidence of having been approved by any higher ranking official of ASPPA. 
Since the MBJPC staff did not agree with the contents, it was noted and filed. 

The referenced letter was prepared during the Korean emergency and was 
based on the west coast petroleum position as it existed at that time. It was 
the policy of the Petroleum Administration for Defense (PAD) to supply the 
essential military petroleum requirements without disruption of normal chan- 
nels of civilian distribution. If civilian petroleum rationing had been instituted 
the short supply discussed in the subject letter would have been essentially 
alleviated. 

The subject letter was not based on a war emergency worldwide petroleum 
supply-demand study. The petroleum logistics staff has evaluated the need 
for a petroleum pipeline in accordance with two such war emergency studies 
based on approved JCS guidance, and in both cases has concluded that this 
office could not recommend a certificate of essentiality required for its con- 
struction . It should be noted, however, that the MBJPC did approve the rapid 
tax writeoff and the allocation of controlled materials for this proposed pipeline. 

Since the subject letter was written, considerable additional petroleum product 
pipeline capacity from the Rocky Mountain area to district V has been completed 
and the southern Pacific products line is being built to carry products east 
from California. Also, added natural-gas supplies have been made available 
to district V and substantial further expansions are scheduled. 

In addition, the Canadian Trans-Mountain pipeline has been completed with a 
potential line capacity of 300,000 barrels per day of crude oil for United States 
west coast and western Canadian requirements. All the above projects have 
been undertaken by private industry without direct Government financial 
assistance. 

To summarize briefly, the referenced letter is an interstaff memorandum. It 
was prepared by a purchasing agency, not an agency charged with war mobili- 
zation planning. It was based on their current procurement difficulties and not 
an approved war plan. It was carefully reviewed by the MBJPC staff and it 
was concluded that the recommendations were not sound when viewed in the 
broader light of approved war mobilization planning. We respectfully request 
that it be considered accordingly. 

Sincerely yours, 
T. P. Pree. 


Now, the letter which is attached from Colonel Brown and Colonel 
Moore: 


October 21, 1952——— 


Mr. SHort. That has been kept confidential until this morning, or 


classified ? 
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Mr. Courrney. Mr. Chairman, it was classified. 

Mr. Suorr. Until this morning? 

Mr. Courtney. Until this morning. 

Mr. SuHorr. All right. 

Mr. Courtney. Now, this letter reads: 

October 21, 1952. 

1. Attached (enclosure 1) is a letter of proposal dated September 25, 1952, 
from the West Coast Pipeline Co., outlining the intentions of that company to 
construct a crude oil pipeline from Wink, Tex., to the Los Angeles Basin. 

2. In order to receive the necessary financial assistance from private sources 
it will be necessary to be insured of 100,000 barrels per day throughput. Mr. 
Glasco has asked military assistance in securing an additional throughput of 
approximately 60,000 barrels per day to meet this figure. 

3. The breakdown of military cargoes required for the west coast and Pacific 
areas which the military has been forced to supply out of the United States gulf 
and Netherlands West Indies due to petroleum industry’s inability to supply 
from the west coast have, for the fiscal year 1952 and first quarter of fiscal 
year 1953, indicated an additional expenditure of approximately $1 million per 
month (enclosure 2). The current product costs from the United States gulf, 
in most instances, is slightly lower than those of the west coast. The above 
figure, therefore, represents excessive transportation costs occasioned by this 
uneconomical move out of the United States gulf and Caribbean areas, 

4. Informal discussion with two west coast oil companies and with officials 
of PAD appears to indicate that the tariff rate originally proposed by West 
Coast Pipeline Co. was excessive. As a result of this discussion the West 
Coast Pipeline Co. has submitted a sliding scale that would ultimately reduce 
the costs with increased throughput (enclosure 3). 

5. Also enclosed is a suggested reply by your office to the West Coast Pipeline 
Co. (enclosure 4). A reply of this nature has been requested in order that cer- 
tain west coast refining companies may be acquainted with the military’s attitude 
on the project. 

6. It is the opinion of this Agency that the pipeline should be encouraged since 
it would insure sufficient crude oil to offset the present military deficit expe- 
rienced on the west coast. This stand is taken due to the highly strategic im- 
portance of a pipeline should disruption of supply via the Panama Canal occur. 
Further, as pointed out above, the savings to the United States Government would 
be considerable. 

7. Mr. Glasco has discussed the matter with the Under Secretaries of the three 
military departments and also with your office. At the request of Mr. Askins, 
Assistant Secretary of the Navy, the executive officer of this Agency personally 
briefed him on the proposed pipeline. Mr. Askins indicated considerable inter- 
est at the time and requested that he be kept advised as to the action that might 
be taken by the military on the matter. 

8. For general information there is also enclosed (enclosure 5) a memorandum 
from the engineering firm of Ebasco with a map indicating the natural-gas pipe- 
lines servicing California from out-of-State sources, 

(Signed) Vicror H. Moore, 
Lieutenant Colonel, QMC. 
( For Douglas R. Brown, Colonel, USAF, Executive Officer ). 


Now, Mr. Chairman, the attachments referred to in the letters I have 
just read were not included with the enclosure which I have read and 
for that matter were not requested. 

Mr. Héserr. Any comment, Admiral Radford ? 

Admiral Raprorp. Beg your pardon, sir? 

Mr. Héserr. Any comment on that ? 

Admiral Raprorp. No. I just saw this memorandum myself for the 
first time this morning. 

I feel that Mr. Pike's letter explains it satisfactorily. 

I imagine—although I am not certain, that subsequent to this mem- 
orandum the certificate of necessity was granted by the Office of De- 
fense Mobilization and that an allocation of materials was supported 
by the Department of Defense. 
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Mr. Héserr. Mr. Short, any further questions? 

Mr. Suort. The thing that disturbs me most, Admiral, and I think 
other members of this committee—in fact, it was the chairman, Mr. 
Hébert, and Mr. Rivers on the old Naval Affairs Committee several 
years ago, and later Mr. Vinson, our distinguished chairman of the 
full committee, who raised the importance of having an adequate sup- 
ply on the west coast in time of war. Then I conducted, as chairman 
of a subcommittee in the 80th Congress, rather long and exhaustive 
hearings. 

When we stop to realize that California oil-production right now, 
today, is 255,000 barrels short of meeting California’s refinery require- 
ments to supply a peacetime capacity in consumption of refined prod- 
ucts, and when you bear in mind that every day these west coast 
refineries are importing 134,000 barrels from distant, foreign sources, 
without a pipeline in case of global conflict, I am afraid that we would 
be in most serious trouble, particularly when one bomb could knock 
out that very narrow and confining area in Los Angeles. It is only 
7 miles in diameter. Where would we be if we didn’t have a pipe- 
line from west Texas, only a thousand miles away—it is the nearest, 
nearest and the cheapest, and the safest, surest way to get an adequate 
supply out there, not only of crude oil but even of refined products. 
That is the thing that disturbs me. 

Admiral Raprorp. Well 

Mr. Suorr. And I should think it would certainly disturb the 
Department of Defense. 

Admiral Raprorp. Well, I can assure you, Mr. Short, that the Joint 
Chiefs of Staff, from our standpoint, give very careful study to our 
portion of the problem. We don’t work on the detailed petroleum 
figures, but we do furnish to the Secretary of Defense our war plans. 
Those plans are constantly reviewed; as I said, there is nothing static 
about this situation. 

Based on those war plans, the Secretary of Defense, after consulta- 
tion with the military departments, works up the military petroleum 
requirements. That information is then supplied to the Interior De- 
partment, where the Petroleum Division makes a study of capacity 
versus requirements and comes to the conclusion that action has to be 
taken one way or another. 

Of course, their study is for the whole United States. These studies 
are forwarded to the Office of Defense Mobilization, Interior Depart- 
ment, and Office of Secretary of Defense. Recommendations based 
thereon are transmitted to the National Security Council. 

As a result of these studies, we have a national petroleum program 
including a pipeline program. The first priority pipeline is one de- 
signed to augment the east-coast crude-oil supply; that is considered 
a very urgent requirement. 

Mr. Snort. Although we have both the Big Inch and the Little 
Inch, we have thousands of pipelines from west Texas east, but not 
1 mile going to the west coast, except the ones that have been built 
up to El Paso. 

I think the Southern Pacific, of course, has a small products line 
they are laying along their right-of-way. 

Admiral Raprorp. They are just about to complete that this month. 


But the point is that with rationing the west coast will have a supply 
of crude. 
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Mr. Snort. Yes; but why should we depend upon rationing ? 

Admiral Raprorp. Well, in the event of global war, we would insti- 
tute rationing immediately. 

Mr. Suorr. Well, certainly, Admiral, you admit it is much better 
to have too much too soon than too little too late, certainly, as a mili- 
tary man? 

(Admiral Radford nods.) 

Mr. Snorr. And I think you will also agree that it will be much 
easier and perhaps cheaper to build a pipeline in time of peace when 
manpower and materials are available than to wait until after the 
outbreak of a global conflict. Because we are not going to have time. 
We hear that from all of you men so much: “We won’t have time.” 

Admiral Raprorp. If it is economically feasible, we would like to 
see the pipeline built. It is only a question of being asked whether 
it is so essential that the Government should be prepared to finance 
it * * & 

Mr. Suorr. Of course 

Admiral Raprorp. And support it. 

Mr. Suorr. Of course I think everyone agrees that it is desirable. 
It is a question of whether it is necessary. 

But Dr. Flemming, in his statement before this committee on July 
7, 1955, said: 





The Department of Defense upon request concluded that a crude oil pipeline 
from west Texas to California would contribute to the national security and 
would have strategic and logistic significance in time of war. 

Admiral Raprorp. That is correct. 

Mr. Suort. And then Mr. Follis, speaking for the industry, and 

chairman of the board of Standard Oil of California, in a public 
address on April 10, 1953, said : 
Frankly, Standard Oil and I believe the other refiners of the west coast are 
in a pretty tight spot so far as crude-oil supply is concerned. We are not finding 
the really big oilfields which characterized our former history. Furthermore, 
California has been producing a considerably higher percentage of its reserves 
than the balance of the country. 

That is what has worried Mr. Vinson, the Elk Hills thing you 
speak of. 

As recently as January 14 of this month, General Petroleum Co., 
Socony, Shell, and Richfield Oil Co. have called for State conservation 
measures in California production. And belatedly, it seems to me, 
they are recognizing that they are depleting their domestic crude sup- 
ply by uncontrolled production. 

Mr. Mintzer. I don’t necessary subscribe to that, sir, because we have 
never had a conservation law in California. And many years ago 
the very companies who are now calling for it, opposed it. For the 
last 20 years or the last 18 years they have advocated not to conserve 
oil, but to get away from certain practices in the retailing of oil that 
are not healthy. 

Mr. Snorr. That is right. 

Mr. Miter. So it is economic, more than a conservation measure 
right now that they are concerned with, and they have tried to enact 
on two occasions conservation laws, but they have to go to the people. 
And they have been defeated by narrow margins because great 
amounts of money have been dumped in by the people who want to 
keep the thing wide open out there. 
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I think we all recognize the necessity for a conservation law in the 
economy of the oil industry as much as in its conservation setup. 
Mr. Suorr. Of course, with all the drilling and exploration 

Mr. Miter. So I just want to make that caitlanation. 

Mr. Suorr. That is true. That is the difference between California 
and Texas. 

Mr. Miiuer. Texas has had, and practically every other State has, 
a conservation law except the State of California. 

Mr. Snort. But the point.I think we should bear in mind: With 
all the exploration and drilling and new fields that are yar, oo in, 
or new wells, California today is actually importing 134,000 barrels 
from foreign sources. 

Mr. Miuirr. I think, Mr. Short, we are all concerned with that, the 
necessity for it. But I-—— 

Mr. Suorr., If that should be cut off 

Mr. Miuurr. One of the things that struck me in these hearings was 
the fact that we have 134—I thought it was 34,000—but I will accept 
your 134,000 barrels deficiency on ‘the west coast, without taking into 
consideration the full production that can come out of Canada. But 
you have a 2-million-barrel a day on the east coast, particularly the 
southeast coast, where you haven't a Big Inch or any thing else. 

Here is the weakness of the thing, and fr ankly, that is what I meant 
the other day when I spoke in committee about tankers. This east 
coast is the place that is the desert when it comes to oil, and you are 
depending on another source of supply. 

I think the Southern Pacific Co. told us in a short time they could 
increase their lines if they had to. It is not an impossible task to lay 
those lines. But I am concerned with other facets of the thing, too, 
particularly the east coast deficiency. 

Mr. Rivers. Mr. Chairman 

Mr. Héserr. Mr. Short, any further questions of the admiral? 

Mr. Suorr. I yield. 

Mr. Heéserr. You yield to Mr. Rivers? 

Mr. Rivers. 

Mr. Rivers. Admiral, it is generally conceded that the Pacifie will 
be the place where we should turn our eyes on preparedness. 

Admiral Raprorp. I have no argument with the statement that the 
Pacific and the Middle East at the moment are the two areas where 
there is more likelihood of some trouble. 

Mr. Rivers. The point that impresses me: If we have a shortage of 
oil, a potential shortage anywhere, why should the military, which 
will be the first prior ity, be concerned with the economies of the thing? 

Admiral Raprorp. Well, the west coast happens to be in a better 
position than the east coast, as Mr. Miller pointed out. 

Mr. Rivers. Yes; I am quite familiar with that. 

Admiral Raprorp. The west coast—— 

Mr. Rivers. I live in the southeast. I know about our troubles. 

Admiral Raprorp. Our studies show that the west coast—and this 
seems to be one of the differences of opinion—would have sufficient 
supplies of crude oil for their refineries. 

Mr. Rivers. Well, now, we even explored the possibility of run- 
ning this pipeline—and I have been harping on this for years, and 
everybody knows it. We have neglected the Permian Basin, which 
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is west Texas. During the war we had under Ickes a 250,000-barrel- 
every-day surplus fenced in there. We couldn’t get it out. And 
I think we ought to have pipelines running. Here is my point: 
Why shouldn’t we have a pipeline, if it doesn’t go into the Los Angeles 
Basin—why shouldn’t it go short of the Los Angeles Basin into 
Arizona, behind the mountains, and do something there, for the crude 
oil, and then we can pipe it in and have the pipeline across the moun- 
tains with refined products? 

You don’t want to take Texas at all for the west coast ? 

Admiral Raprorp. We don’t need to. I mean the need 

Mr. Suort. That is where I think you 

Admiral Raprorp. I think the need is not as great. That is the 
statement. 

Mr. Suorr. You have been given some erroneous information. 

Mr. Vinson. May I ask a question ? 

Mr. Héperr. Mr. Vinson. 

Mr. Vinson. But, Admiral, you are basing your assurance of suffi- 
cient petroleum to meet the requirements, both military and the re- 
fineries, on the west coast on opening up completely Elk Hills? 

Admiral Raprorp. In a global emergency. 

Mr. Vinson. Yes. 

You see, Elk Hills is intended as a conservation program and only 
to have to do it at the last necessity. 

Admiral Raprorp. Well, that is correct, Mr. Chairman. Actually, 
the Canadian oilfields, with this transmountain pipeline, could sup- 
ply as high as 300,000 barrels a day to the west coast, in the Puget 
Sound area. 

The question of whether or not we would have to open up the Elk 
Hills reserve immediately in a global war is debatable. We might 
not have to open up the Elk Hills reserve for some time. In fact 
we might not have to open it up at all. It would depend on how the 
situation went. 

I would like to say this, also: There is no one more concerned 
with the tanker picture than I am. I went through the World War 
II period when we lost so many tankers. 

Mr. Vinson. Now, Admiral, you said that priority should be given 
to the east coast, instead of the west coast, is that correct ? 

Admiral Raprorp. Yes, sir. And the first priority, I believe, is 
for a pipeline to the east coast. 

I am not prepared to testify in detail about the use of the other 
pipelines. I understand that there is a question with respect to con- 
version in the case of the existing pipelines that carry natural gas: 
that is whether or not they could be converted over quickly without 
having a greater impact on industry than if they were allowed to carry 
natural gas. 

But those are the details that are studied in the Department of the 
Interior, the Office of Defense Mobilization, the Department of De- 
fense, and approved by the National Security Council. 

Mr. Fisuer. Mr. Chairman, will you yield to me? 

Mr. Vinson. Yes, sir. 

Mr. Fisner. Admiral, you keep talking about the priority situation. 
1 am sure we are all quite aware of the east coast situation, the fact 
they don’t produce a great deal and are dependent upon pipelines and 

65499—56—pt. 2——3 
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other sources of getting it out there, and also the impact that would 
exist in case of a global conflict so far as the east coast is concerned on 
the demands for oil. And you say therefore that the west Texas 
supply should be sent to the east coast, or that should be the plan. 

You don’t mean by that that there wouldn’t be an adequate supply 
in the west Texas field for both the east coast and the west coast if—— 

Admiral Raprorp. If it should be opened up? 

Mr. Fisuer. If it should be opened up and a pipeline set up to send 
it out to the west coast. In other words, the supply in Texas, I under- 
stand, is adequate for both the east and also a considerable amount to 
the west coast. Do you have any opinion ? 

Admiral Raprorp. The information I have, Mr. Fisher, is that the 
total capacity of the west Texas field should flow generally north 
and east. 

Mr. Fisuer. The total capacity ? 

Admiral Raprorp. Some 500,000 barrels a day is the figure that I 
have. . 

Mr. Fisuer. You mean as it is now being produced or the potential ? 

Admiral Raprorp. No, sir, as it is opened up. 

Mr. Fisuer. Of course you understand we now have rationing. 
They produce about 

Admiral Raprorp. No, I mean the opened-up figures. 

Mr. Brooxs. What is your production in west Texas? 

Mr. Hésert. Do I understand by your statement of the potential 
of 500,000 barrels from the Texas fields, that the entire potential 
capacity would be diverted to the Midwest and the east coast? 

Admiral Raprorp. Yes, sir. 

Mr. Héserr. Well, what would be the necessity of a line, then, if 
you didn’t have any oil to put in it, on the west coast ? 

Admiral Raprorp. I am only pointing out that those conditions 
might not prevail for the entire period of a war. 

Mr. Gavin. At that point, with your conservation program in Texas, 
what guaranty could be given a pipeline that the oil would be available 
to transport it through the line if your program down there wouldn’t 
permit the production to ship it to the west coast ? 

Mr. Rivers. Mr. Chairman, I think we ought 

Mr. Hépert. One at a time. 

Mr. Gavin has a question. 

Mr. FisHer. Production could be greatly expanded in Texas. It is 
down now to I think about 

Mr. Gavin. But there is no assurance that your State will take such 
measures to give any pipeline a certain definite number of barrels daily 
to be transported through the line; is there? 

Mr. FisHer. Well, of course, during a national emergency they 
would 

Mr. Gavin. We are talking about normal times now. 

Mr. FisHer. Right now they would like to sell more oil. 

Mr. Gavin. Yes. 

Mr. Fisurr. It is shut in too much. 

Mr. Hesert. Mr. Short, have you any further questions? 

Mr. SHort. No, Mr. Chairman. 

Mr. Hésert. Mr. Rivers? 

Mr. Rivers. I want to explore that point of Mr. Fisher’s. 
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Mr. Fisher certainly ought to know what the capacity of the Per- 
mian Basin is, which is the west Texas field, which we regard as the 
Permian Basin. Mr. Fisher would certainly know-—— 

Mr. FisHer. I am not qualified as an expert on that. I assume the 
admiral has the figures. But I do know that in Texas right now we 
are just allowed to produce about 17 days out of the month. 

Mr. Suorr. That is right. 

Mr. Fisuer. Of oil. I don’t have the figures, and I don’t know what 
the capacity is on the east coast, according to what the war plans are, 
but I would think that there would be reasonably adequate potential 
in Texas to supply both the sources. But that is 

Mr. Rivers. My point is this: I think in view of Mr. Fisher’s state- 
ment—and he is a student of this—that we ought to get our counsel to 
find out just what the present production of the west Texas fields are 
and what the potential production is. That is a good thing for the 
record. Because, of course, we can’t expect Admiral Radford to 
know that. 

Mr. Hésert. Mr. Courtney will get that. 

Mr. Gavin. 

Mr. Gavin. Do I conclude from your testimony, Admiral, that you 
have no objection to the building of this line? 

Admiral Raprorp. No, sir. 

Mr. Gavin. What concerns you is the method of financing, the 
guarantee, and priority, is that right ’ 

Admiral Raprorp. The way 

Mr. Héperr. Not priority, but financing? 

Mr. Gavin. The method of financing, then, and a guaranty ? 

Admiral Raprorp. Well, strictly speaking, the Joint Chiefs of 
Staff concern is only with the question of essentiality. I mean, we 
were asked: “Is this essential as a national security measure in time 
of peace?” and we could not find that that was the case. We would 
not object to having the line. We would think it was a good idea 
to have it there in case it was needed, if it is economieally— 

Mr. Hesert. In that connection, I think the record will show, Ad- 
miral, that they could construct such a line in 90 days; wasn’t that 
correct, Mr. Short 

Mr. Suorr. I think so. 

Mr. Heépertr. That was testimony on the west coast, that it could 
be constructed in 90 days. 

Mr. Snort. Ninety days provided you had a stockpile of pipe. 

Mr. Héserr. That is correct. I mean the actual construction of it. 

Mr. Suorr. That is right. 

Mr. Héperr. Actual construction. 

Mr. Vinson. Mr. Chairman, may I ask a question ? 

Mr. Héserr. Mr. Vinson. 

Mr. Vinson. Admiral, did I understand you to say that the Joint 
Chiefs of Staff have reached a decision that this was not an essen- 
tiality ? 

Admiral Raprorp. Yes, sir. 

Mr. Hépert. Mr. Hess? 

Mr. Hess. I want to ask one question. 

Admiral, there isn’t any question at all of a shortage of pipe at the 
present time. That isn’t involved here at all. j 

Admiral Raprorp. Not that I know of. 
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Mr. Hess. The question of priority, as I understand it, is that there 
is a greater need for a pipeline to the east coast than there would be 
for a pipeline to the west coast from the Texas fields? 

Admiral Raprorp. At the present time; yes, sir. 

Mr. Hess. That is all I have. 

Mr. Héserr. Mr. Hardy? 

Mr. Harpy. No questions. 

Mr. Héserr. Mr. Bates? 

Mr. Bares. No questions. 

Mr. Snort. Just one point, Mr. Chairman. 

Mr. Hésverr. Mr. Short. 

Mr. Suorr. On this Texas capacity, her production, the gentleman 
from Texas, Mr. Fisher, is correct when he says that the wells are 
operating just about half the time, and 1 million barrels a day now 
shut in Texas due to the lack of available refinery capacity or market, 
refining market, a million barrels a day. 

Mr. Heépserr. Any further questions? 

Mr. Rivers. Mr. Chairman. 

Mr. Hésert. Mr. Rivers. 

Mr. Rivers. I want to make it plain that my request was that the 
counsel get the latest figures on the surplus crude and the potentially 
surplus crude in the Permian area. 

Mr. Héserr. The counsel will get the figures, Mr. Rivers, for the 
record. 

Mr. Courtney. Yes, sir. 

Mr. Fisner. Mr. Chairman. 

Mr. Héserr. Mr. Fisher. 

Mr. Fisuer. Just to clarify the record on that point, how much did 
you say, Admiral, the east coast would require or would expect to use 
from the west Texas field? And what is that, now? 

Admiral Raprorp. About 1 million—their capacity is 1 million 
barrels a day. And as I understand it—I was looking for a figure 
here. I was given the figure of approximately 500,000 barrels a day 
additional that could be made available if they fully opened up the 
west Texas fields. 

Mr. Fisuer. In addition to the present production ? 

Admiral Raprorp. Yes, sir. 

Mr. Hererr. Any further questions of the Admiral by members of 
the committee ? 

Mr. Brooks. Mr. Chairman. 

Mr. Héserr. Mr. Brooks. 

Mr. Brooks. You referred to the capacity of west Texas as 1 million 
barrels a day. Is that the normal capacity or would that be the 
emergency capacity ? 

Admiral Raprorp. Mr. Brooks, I didn’t refer to the total production 
capacity. I said it was my understanding that there was approxi- 
mately 500,000 barrels a day additional that could be obtained. I am 
not positive. 

Mr. Brooks. Well, would that be based on your normal capacity 
there, or is it based on an emergency capacity ? 

Admiral Raprorp. That is based on opening up the field, as I under- 
stand it. 

Mr. Brooks. Short-term pull? 
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Admiral Raprorp. No, no, I didn’t understand it that way. I mean 
whatever is shut in production now. 

Mr. Brooxs. What I am trying to get at is this: Of course in an 
extreme emergency west Texas would open up for full capacity, re- 
gardless of conservation measures. But that would be only for the 
short-term pull. But the normal capacity would permit you to draw 
500,000 barrels a day to the east coast ? 

Admiral Raprorp. I believe that is correct, Mr. Brooks, although I 
am not sure. I believe that this shut-in production down there that 
could be drawn on would be in the neighborhood of 500,000 barrels 
a day. 

Mr. Brooks. You see, a well that produces 17 days a month might 
be cut down to some extent for conservation reasons. 

Admiral Raprorp. Yes, sir. 

Mr. Brooks. But when you open that to full capacity, you can pull 
it only a limited time before you begin to feel the effects of bad con- 
servation measures. 

Admiral Raprorp. Well, I am not prepared to testify on that fea- 
ture of it. I was just using the figure that I had been given. And 
my understanding is that that is a rate of production that could be 
sustained without injury to the field. 

Mr. Hésert. Thank you very much, Admiral— 

Mr. Bares. Mr. Chairman. 

Mr. Héperr. Mr. Bates. 

Mr. Bares. Admiral, in the event you do not get the pipeline for 
oil to the east coast, do I understand, then, that you are considering 
the utilization of the gas pipelines to the east coast ? 

Admiral Raprorp. Mr. Bates, I have not studied the whole petro- 
leum pipeline situation. It is a very complicated picture, but I think 
the Interior Department has gone into that in great detail, as to what 
they would doin anemergency. Am I correct? 

Mr. Kenna. They have, I believe. 

Admiral Raprorp. Yes, sir. 

Mr. Bates. Of course there are a good many industries and a great 
many homes in the east which are utilizing the natural gas today. 

Mr. Rivers. That is right. 

Mr. Bates. So we find ourselves robbing Peter to pay Paul. 

Admiral Raprorp. It is my understanding they have come to the 
conclusion a pipeline should be built, and I think that is probably one 
of the reasons. 

Mr. Rivers. That is right. 

Admiral Raprorp. To handle crude. 

Mr. Vinson. That is right. 

Mr. Rivers. That isthe reason. We had that testimony. 

Admiral Raprorp. Yes, sir. 

Mr. Bates. You say 90 days on the west coast. How long 

Admiral Raprorp. I didn’t say that. It is not my figure. Some- 
body said that. 

Mr. Bares. All right. You don’t have any figure on how long 
it would take to build one for the east coast ? 

Admiral Raprorp. No; I don’t. 

Mr. Hépserr. Well, thank you very much, Admiral, for appearing 
this morning. The committee appreciates your testimony and your 
cooperation. 
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Mr. Courtney, you have something? 

Mr. Courtney. Mr. Chairman, one question of the admiral. 

We have gone into a lot of public information here, which generally 
is available to the public. Would it be possible, Admiral, because of 
the interest in this subject, that you could examine the record that 
was made this morning and release such parts of it as are not 
classified ? 

Admiral Raprorp. Yes, sir. 

Mr. Hésert. Thank you very much, Admiral. 

Mr. Vinson. Mr. Chairman, will you excuse me? 

Mr. Hésert. Yes, Mr. Vinson. It was a pleasure to have had you 
this morning, come back again as often as you can. 

(Whereupon, at 11:10 a. m., the subcommittee proceeded into open 
hearing.) 

(Complying with special rule 8 of the subcommittee it was agreed 


by unanimous vote to release the proceedings of this executive 
session. ) 











WEST COAST OIL PIPELINE 
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Houses or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, SUBCOMMITTEE 
FOR SPECIAL INVESTIGATIONS, 
Washington, D.C. 

The subcommittee met at 11:15 a. m., Hon. Overton Brooks (mem- 
ber of the committee) presiding. 

Mr. Brooks. Mr. Kendall, have a seat sir. 

Mr. Hébert asked me to preside for a few moments. He will be back 
in just a moment. 

Did you have a statement there prepared? I think you start with 
the statement. Mr. Hébert will be back in just a moment. 

— Courtney. Well, Mr. Chairman, may he be identified for the 
record ? 

The witness is Mr. Charles Kendall, General Counsel of the Office 
of Defense Mobilization, who has appeared before us on another 
occasion and who is appearing now in behalf of the Director of Office 
of Defense Mobilization. 

Mr. Brooks. Will you give your background, Mr. Kendall? 


TESTIMONY OF CHARLES H. KENDALL, GENERAL COUNSEL, OFFICE 
OF DEFENSE MOBILIZATION 


Mr. Kenpatu. I am an attorney from Buffalo. I have been in the 
Government since 1941, a civil servant. I practiced in Buffalo from 
my graduation from law school in 1933 until 1941. 

Mr. Hésertr (presiding). Mr. Courtney, before you continue with 
that, the Chair wishes to make this statement for the benefit of the 
public and the press. 

Admiral Radford, the Chairman of the Joint Chiefs of Staff, has 
testified before this committee on the subject matter under discussion 
for an hour this morning and was thoroughly examined by all mem- 
bers of the committee. 

Under agreement with Admiral Radford and the members of the 
committee, the transcript of the testimony will be submitted to him for 
clearance for security. 

Admiral Radford will expedite that clearance and return the 
transcript to the committee, at which time it will be released to the 
press and will speak for itself. 

Neither the Chair nor any member of the committee nor any member 
of the staff will give out any information at all concerning Admiral 
Radford’s testimony, down to a simple “Yes” or “No” as to the answer 
to the burning question. And while the Chair I think can fully under- 
stand as a former member of the press the position that the press is 
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in—and I might say if I were working that side of the street I would 
be just as energetic as they are in trying to get a story, but it is our 
responsibility to be just as energetic on this side, and therefore no 
statement on the testimony will be released until it is cleared by 
Admiral Radford. 

I hope that is clear. [Laughter. ] 

Mr. Hésert. Now Mr. Courtney. 

Mr. Courrney. Mr. Chairman. During the summer, information 
came to the staff and to some members of the committee that at 
least one of the advisers upon whom Dr. Flemming had relied in 
making his presentation and in arriving at the conclusion which he 
reported to the committee with respect to the west coast pipeline, 
had changed their mind or had arrived at a different or a modi- 
fied opinion than that originally presented to Dr. Flemming and 
reported by him to the committee. 

So we wrote to Dr. Flemming and the matter was taken in hand 
by him and for that reason we have brought Mr. Kendall here this 
morning. He is fully acquainted with the subject. He has pre- 
sented a letter for the record in which he advised that each mem- 
ber of the committee, referring to the three advisers to Dr. Flem- 
ming, supports the opinion originally reported to us by Dr. Flemming. 

Mr. Hesert. Mr. Courtney, for the record at this stage, identify 
the three advisers, please. 

Mr. Courtney. That is precisely what I am going ‘to do. 

Mr. Héserr. All right. 

Mr. Courtney. And I propose to poll the reports on these ad- 
visers, so that either the truth or rumor department may win the 
toss. 

Mr. Kendall, specifically in answer to the committee’s interroga- 
tory, Did you poll the three advisers? 

Mr. Kenpauu. Yes: we did. 

Mr. Courrnrey. And will you state who they were and will you 
state how they were polled and will you state what their answer 
was? 

Mr. Kenpauu. The advice given us on this point was given by 
Charles S. Cheston, of Philadelphia; Palmer Hoyt of Denver, and 
Charles A. Thomas, of St. Louis. 

The first word that we had of any question as to whether the mem- 
bers of the committee were still of the opinion that they were in 
November of 1954 was a letter from counsel for this committee, which 
said in part: 

It has been informally reported to the members of the subcommittee from 
responsible sources that at least one of the members of this group of busi- 
nessmen has since modified his opinion given in November 1954 to which 
you made reference. 

Mr. Suort. The date of that letter? 

Mr. Kenpati. Dated November 10, 1955. 

I do not have a record of when it was received. 

On December 12, 1955, Dr. Flemming, who is not here because 
he is in Europe attending a meeting of the North Atlantic Treaty 
Organization, wrote a letter to each of the men that I have named, 
stating : 

I am enclosing a copy of the letter which I received from the special coun- 
sel of the Committee on Armed Services of the House of Representatives. 
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I would appreciate it ever so much if you would be willing to give me 
your reaction to this letter. 

Thanks a lot. 

That went on December 12 to the three members of the committee. 

The first reply received was from Charles S. Cheston, in which he 
said: 

At no time since this committee was dissolved have I changed my decision. 


Mr. Suorr. I wonder if I might ask, Mr. Chairman ? 

Mr. Heéserr. Yes, Mr. Short. 

Mr. SHorr. At this point if the three members of this civilian com- 
mittee were furnished copies of the hearings that were held by this 
committee in California and in Washington since they made their 
original recommendation ? 

Mr. Kenpaty. Not to my knowledge, sir. Of course, this was not— 
understand me, this was not an attempt to get another judgment from 
the same men on all the facts as they now stood. This was simply a 
check on where in fact any one of them, any one or more of them, had 
changed his opinion, that was all. 

Mr. Snort. I was wondering if the learned counsel knew whether 
or not any one or all three of the members of this committee did have 
access or whether they have studied the hearings held by this com- 
mittee ? 

Mr. Kenpatu. I do not know. 

Mr. Courtney. I can’t answer the question, Mr. Short. 

Mr. Suorr. Of course, the hearings were available to any one who 
asked for them. 

Mr. Courtney. Yes, sir. 

Mr. Suorr. But I was wondering whether or not they studied or 
read our hearings in California and here. 

Mr. Héserr. They have been printed ? 

Mr. Suorr. Yes. 

Mr. Courtney. Yes. Mr. Chairman, I would like to say further, 
in answer to Mr. Short, that we did not feel it our duty at this time 
to interrogate on the printed record that was made in July, because at 
the time of inquiry we were only considering a rumor on an opinion 
reported to us. 

Mr. Kenpatu. Yes; that is what I attempted to make clear. This 
committee, of course, had no continuing responsibility. They were 
asked to make a study and give an answer, which they did, and they 
were then released. 

They were no longer in the picture at all. But the rumor arose that 
one had changed his mind. 

Mr. Suorr. Well, the whole point that I want to bring out was 
whether or not the committee’s answer would be the same if they had 
had all the evidence or copies of the hearings before them. 

Mr. Kenpatyi. And I do not know that. 

Mr. Suort. All right. 

Mr. Kenpatu. The second reply was dated December 29, from 
Charles A. Thomas, and he said: 

I have never modified my opinion as given to you on the proposed west coast 
pipeline, nor have I seen any evidence which would cause me to change my 
decision. 

65499—56—pt. 2-4 
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Mr. Courtney. Now, refer to Mr. Hoyt. 

Mr. Kenpauu. We did not receive a letter from Mr. Hoyt, and coun- 
sel for the committee called me asking for a response to his letter from 
which I read earlier, dated in November, and I told him we had heard 
from two but not the third of the members of the group. 

On Monday of this week he indicated that this hearing was being 
held this morning, that he was very anxious to have a complete story 
on this rumor, and I undertook to get an answer from Mr. Hoyt. 

I phoned him in Denver on Monday of this week and I made a note 
for the file immediately after my call. 

Memorandum for the files: I talked to Mr. Palmer Hoyt by phone today and 
he said he had not changed his mind about the conclusion reached by the advisory 
committee on the west coast pipeline. He still believes that there is no justifica- 
tion for the Government to underwrite a pipeline to the west coast. He will write 
and confirm this. 

I put that in the record at the time and it probably follows fairly 
closely the conversation we had. 

Mr. Courtney. Thank you, Mr. Kendall. 

Mr. H&éserr. Any questions from the committee? 

(No response. ) 

Mr. Hésert. Thank you very much, sir. 

Mr. Courtney. One further question of Mr. Kendall. 

Can you state whether or not the Office of Defense Mobilization has 
under consideration and study and for how long any prospective in- 
crease in pipeline capacity toward the east coast ? 

Mr. Kenpauu. I can answer the first part of the question, yes. We 
have under consideration at least two proposals dealing with addi- 
tional pipeline capacity to the east coast. 

They have been pending a long while, a matter of over a year, but 
I don’t know exactly how on . Ido not have that record with me. 

Mr. Courtney. Mr. Kendall, a question has been handed to me here. 
It is “Can we have brought out what their”—meaning the committee— 
“original opinion was.” 

I presume that was from the press. 

Mr. Kenpauy. Yes; that isa matter of public record. That is in the 
committee’s record in this form, so I will read it. I will read it in the 
form in which it appears in the record. 

Mr. Fogo. It isinthe hearings. (Exhibiting copy of the hearings.) 

Mr. Suort. I think it is in the hearings. 

Mr. Kenpat. I believe it is, sir. 

Mr. Courtney. It is in the hearings. 

Mr. Kenpat. The members reported that they saw no compelling 
justification for the Government to underwrite a petroleum pipeline 
to the west coast. 

Mr. Courtney. I think that is all, Mr. Kendall. 

Thank you very much. 

Mr. Hérerr. Is Mr. Mills here? 

Mr. Mirus. Yes, sir. 

Mr. Héserr. Take the witness stand, Mr. Mills. Will you identify 
yourself, please, for the benefit of the record ? 

Mr. Mitts. John B. Mills. 

Mr. Héserr. All right. You have a prepared statement, Mr. Mills? 

Mr. Mus, Yes, I have, sir. 
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TESTIMONY OF JOHN B. MILLS, PRESIDENT, WEST COAST 
PIPELINE CO. 


Mr. Hépert. You may read your statement as you desire, and the 
members of the committee then will be afforded an opportunity to 
question you. 

As I understand it—I do not know whether it is in your statement 
or not, but you are the new president, is that not correct? 

Mr. Mus. That is correct. 

Mr. Hésert. It isin your statement ? 

Mr. Brooxs. It is in the statement. 

Mr. Héserr. Fine. Proceed, please. 

Mr. Mirus. My name is John B. Mills. I am now president of the 
West Coast Pipeline Co. I have replaced Mr. Lowell Glasco who, as 
president of this company, testified at the hearings of this committee 
in 1955. I appreciate the opportunity to bring before this committee 
some additional material which has come to light since the adjourn- 
ment of the hearings last summer. 

Mr. Glasco, in his testimony in July, brought out the factor of the 
rapidly increasing demand for petroleum products generally through- 
out the country and particularly in district V. Since the adjourn- 
ment in July, this increasing demand has been confirmed by the Office 
of Defense Mobilization. 

In ODM’s release No. 449, issued by Dr. Flemming’s office on Oc- 
tober 1, 1955, regarding the recommendation of the Presidential Ad- 
visory Committee on Energy Supplies and Resources Policy, it is 
stated in part: 
both domestic producers and importers of petroleum products have enjoyed 
expanding markets substantially above the level anticipated at the time the 
recommendations of the Advisory Committee were announced. 

Secondly, it further appears from release No. 449 that as a result 
of this record demand, crude production went up all over the United 
sian sronpe for the west coast where, in spite of the demand, it 

ropped. 

Thirdly, ODM pointed out that as a result of this demand the stocks 
of crude oil on hand September 30, 1955, were down 20 million barrels 
from September 30, 1954. This amounts to a depletion of 55,000 
barrels each day. 

These increasing demands may be partly responsible for the current 
armed services oil-acquisition problem as revealed yesterday by Capt. 
Carl Drescher, Deputy Director of the Armed Services Petroleum 
Agency. It is reported that following the meeting of the National 
Petroleum Council, Captain Drescher advised members of the press 
that USPPA would require in the first 6 months of 1956 4.4 million 
barrels of residual fuel oil on the west coast, but up to the present 
time ASPPA had only been able to obtain assurances of a supply of 3 
million barrels. Captain Drescher is further reported to have stated 
that this deficit in supply is roughly 30 percent of the needs of ASPPA. 

At this point, Mr. ee I should like to depart from my pre- 
pared statement for a moment, as a result of Captain Drescher’s state- 
ment yesterday. 

I made inquiries with respect to a similar situation that faced the 
ASPPA in 1932 at the time of the Colonel Brown report which has 
already been mentioned in prior hearings of this committee. 
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Mr. Courtney. Excuse me. You mean 1952? 

Mr. Mints. 1952. 

Mr. Courtney. Yes, sir. 

Mr. Muits. I was able to obtain from Mr. Ray Burrus, the assistant 
secretary of our company, who was familiar with the situation at the 
time, a brief résumé of the problems of accusation giving rise to the 
Colonel Brown report. 

With your permission, I should like to read Mr. Burrus’ letter 
which I obtained from him last evening. 

Mr. Brooks (presiding). Just proceed sir. 

Mr. Mus. Letter dated January 24, 1956, addressed to John b. 
Mills, West Coast Pipe Line Co., Dallas, Tex. 


Dear Mr. Mitis: In response to your inquiry, I have reviewed my file on the 
participation of the Armed Services Petroleum Purchasing Agency in discussions 
of the defense preparedness need for a Texas-to-Los Angeles Basin crude and 
oil products pipeline during the fall of 1952. 

In that period the Agency was under the direction of Col. Douglas R. Brown, 
assisted by Mr. J. Robert Ryan. It must be remembered that Colonel Brown was 
under pressure at that time to arrange for the continued supply of petroleum 
products to the military in the whole Pacific area including the west coast of the 
United States. The oil shortage in California imposed a critical supply prob- 
lem on Colonel Brown's Agency. 

So that the military’s Pacific area operations might continue, Colonel Brown 
was forced to buy petroleum products for movement from gulf coast ports through 
the Panama Canal to Los Angeles and direct to the military in the Pacific. 

The initial contact with Colonel Brown was made shortly after the West Coast 
Pipeline Co. was advised by White, Weld & Co. that private financing of the pipe- 
line project depended on long-term contracts for throughput which the major oil 
companies were unwilling to provide. Decision to seek the assistance of the 
Government in the completion of the project was reached at that time. 

Since the Armed Services Petroleum Purchasing Agency was (and so con- 
tinues) the world’s largest single purchaser of petroleum products, it was ap- 
propriate that efforts to develop interest on the part of the Government in the 
pipeline project start with Colonel Brown. 

After preliminary personal contacts with Colonel Brown, he was formally ad- 
vised of the status of the pipeline project by the letter dated September 25, 1952. 
This letter briefed this history of the project. On October 21, 1952, Colonel 
Brown was supplied a memo citing that relief of the west coast oil shortage could 
be achieved by the pipeline transportation of west Texas crudes to the then idle 
California refineries. 

On the same day, October 21, 1952, Colonel Brown sent his own 2-page summary 
report to Gen. Alfred H. Johnson, of the Munitions Board staff, which, in some 
8 paragraphs, emphasized the exposure of the military because of absence of a 
pipeline link between west Texas and the Los Angeles Basin. To this report was 
attached a tabulation of purchases made on the gulf coast for the 18 months 
preceding June 30, 1952, indicating that costs of such purchases (because of 
tanker shipment westward through the Panama Canal) averaged over $1 million 
monthly above equivalent purchases on the west coast. 

This report was intended by Colonel Brown to form the basis of positive action 
by the Munitions Board with regard to a pipeline facility and disclosed that 
California prices paid by the Government were higher than gulf coast prices in 
the amount of the following premiums: 


Navy Medeind i. 35 esi cee cic 65 eiceecs 27 to 32 cents per barrel. 
pA MES Se ae eee eS Le See > ee 14 to % cent per gallon. 
a 1 to 1% cents per gallon. 
i age alba ated Fal MS AL Eee A Deo Cail a ASL 19 cents per barrel. 


In efforts at that time to emphasize the defense preparedness importance of 
the west Texas-Los Angeles Basin pipeline, Senator Goldwater was kept informed 
of contacts being made with various Government agencies. Because of the 
importance of Colonel Brown’s report of October 21, 1952, Senator Goldwater's 
office requested a copy for use in congressional hearings on defense preparedness 
matters as further proof of the defense urgency of the pipeline facility. 
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While reasons were never disclosed, it became apparent that the Brown report 
was to be strictly confined since Colonel Brown asked that Senator Goldwater’s 
office withdraw its request. It was understood that any insistence on a wider 
distribution of the information he had gathered and summarized as to the seri- 
ousness of the west coast oil shortage on military logistics would prove most 
embarrassing to Colonel Brown. Under the circumstances, the request of Colonel 
Brown was met and the Senator’s office withdrew its request for the report. 

So far as I am informed, the Brown report which so ably disclosed the urgent 
need of a Texas-to-California pipeline facility to repair a seriously weak spot 
in the military’s logistic picture has not been released from the restrictions 
imposed in 1952. 

Yours very truly, 
Ray ©. Burrus. 

Mr. Snort. I might say to the witness, Mr. Chairman, that it has 
been declassified this morning. 

Mr. Brooks. So it is now open. 

Mr. Courtney. We have the letter, Mr. Chairman, and it will be 
made a part of the record. 

Mr. Brooks. Will you proceed with your statement, sir? 

Mr. Mirus. That is fine. Reliance on foreign imports: To meet 
these increasing demands the oil companies have in large part relied 
upon foreign imports. As a matter of fact, the same No. 449 report 
from the Office of Defense Mobilization reveals that over one-half of 
the oil companies in the United States have been failing to comply 
with recommendations of the Presidential Advisory Committee on 
Energy Supplies and Resources Policy as to foreign imports. 

Canadian imports: During these hearings in 1955 the observations 
of Mr. Stewart of the Oil and Gas Division of the Department of the 
Interior that district V crude supplies were going to be largely allevi- 
ated by imports from Canada were mentioned time and time again by 
opponents of this pipeline. Since the hearings in July Mr. Stewart 
has additionally suggested, in a letter which appears on ODM’s Re- 
lease 455 dated November 25, 1955, that these same Canadian fields 
be used for United States east coast supplies of crude and the ODM 
has apparently acted on that recommendation. 

It is extremely difficult for us to understand recommendations for 
the use of Canadian oil when according to Petroleum Week issued 
January 20, 1956, Canada’s eastern refineries are continuing to use 
foreign oil—they receive this oil via inland pipeline across the State 
of Maine from Portland, Maine, where the tankers unload. 

Imports of Canadian crude into the Pacific Northwest while east- 
ern Canada is thus importing foreign crude appear to us to be a neat 
bypass of ODM’s restrictions on foreign crude imports into the 
United States. 

These eastern Canada imports point to a further danger which was 
clearly recognized by the Federal Power Commission in 1954 when, in 
considering Canada as the sole source of supply for natural gas for 
the Pacific Northwest States, the FPC in its opinion No. 271, at page 
24, stated as follows: 

Such protection would not be afforded to any segment of the American people 
if its sole source of essential natural gas were through importation from a 
foreign country without some intergovernmental agreement assuring the con- 
tinued adequacy of its supply. Otherwise, all control over the production, alloca- 
tion, and transportation to our borders of such natural gas would be in the 
hands of agencies of foreign governments, whose primary interest would of 
necessity always be in the needs and advantages of their own people, and whose 
judgments and actions would be essentially dependent upon publie opinion within 
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that country, rather than upon the interests of American consumers. Regardless 
of any long and cherished friendly relations with any neighbor nation able to 
supply such area with natural gas, it would not be in the public interest to 
permit the importation of its gas as the sole source for the consumers in need 
of an uninterruptible supply at a reasonable price, which should always be 
assured by this Commission to the full extent of its powers. 

If the FPC is unwilling to permit Pacific Northwest citizens to 
depend upon Canada as their sole source of supply of natural gas, 
it is inconceivable that recommendations are being made to this com- 
mittee to rely on Canada for crude oil which is the very lifeblood of 
our military machine. 

In time of emergency Canada, too, must keep its economy moving 
and if its eastern refineries are cut off from foreign oil imports by the 
loss of tankers, it would be obliged to commandeer its Alberta supplies 
for its eastern refineries. 

Public welfare and proposed pipeline: In any hearing of this sort 
there are bound to be cries of “selfish interests.” But, I wish to 
make it entirely clear to this committee that we have but one objective; 
hat is, a dependable and adequate domestic supply of crude at the 
refinery sites in district 5. We believe that a line from west Texas, 
where the supply of crude is adequate and connections for products 
are available, to the Los Angeles area is the answer. We are so 
thoroughly convinced that our national security is at stake that we 
have invited the refineries on the west coast to participate in the 
ownership and construction of this vital link in our crude oil trans- 
mission system. 

On December 30, 1955, we sent such a letter of invitation to 29 
west coast refineries. A number of those refineries have replied, 
some expressing interest and others none, but we want the committee 
to know that in spite of these negative replies from some of the 
opponents of this pipeline our invitation to them still remains open. 

It is our belief that America’s security has priority over the diver- 
gent interests of any of its citizens. 

We wish to thank the committee for this opportunity of appearing 
before you once more to supplement the information concerning the 
acute problems of supply existing on the west coast today. 

Mr. Brooks. Thank you very much, Mr. Mills. 

Gentlemen of the committee, are there any questions from you? 
Mr. Short, do you have any questions ? 

Mr. SHorr. Mr. Chairman, I am glad to have this additional infor- 
mation that was disclosed by Captain Drescher and others of the 
increased demands since we had our hearings last July in California. 
It is rather alarming to see that the demands exceed the supply 
considerably. 

I want to congratulate the witness, Mr. Mills, on the very clear, 
concise statement. And though Canada has always been tradition- 
ally our friend, and we hope and expect her to be in any future trouble 
we might encounter, he has clearly pointed out that after all she is 
a foreign country and is subject to public demands of her own citizens 
whose interests they naturally would put first in any crisis. 

And it is rather shocking to see one branch of our Government or 
agency of our Government going contrary to another important 
agency of the Government. 

The Federal Power Commission has made it very clear and plain 
that the United States citizens in the Northwest will not have to 
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depend solely upon Canada as their source of supply for natural 
gas, and yet it is being advocated that we depend upon Canada in 
any future crisis for a large portion of our oil supply. 

Now, I think that prudence would dictate that we avail ourselves 
of every possibility of developing a self-sufficiency here at home, 
whether we use it to the fullest extent in time of peace. But certainly 
it would be a wonderful standby to have in time of war. 

When you get an armed conflict, with the demand on materials and 
manpower, you find construction very difficult and ie expensive. 

I do not think I have pe hay else to say, except 1 was rather 
impressed by the point the witness brought out that in case of a global 
conflict, a world catastrophe, and the foreign source of Canada’s sup- 
ply, coming chiefly I think from Saudi Arabia to eastern Canada 
where the heavy industries are—if that source of supply were cut off 
from Canada in case of war, then much of the oil in Alberta now going 
to the Pacific Northwest would have to be sent to the eastern part of 
the Dominion, which would lessen, of course, the amount of supply 
for our own citizens even if Canada were willing to give it to us or sell 
it to us. 

Does the witness care to elaborate on that any ? 

I had not particularly thought of that point, but I can see that 
Canada, now importing foreign oil for her industries in the East 
and at the same time exporting oil to the United States in the North- 
west 

Mr. Mitts. Yes. 

Mr. Suorr. It is a sort of a bypass. I think you called it a neat 
bypass of ODM’s restriction on foreign crude imports. 

Mr. Mitts. I think that is a correct statement. 

Mr. Brooks. Well, ODM’s restriction on foreign imports—if the 
gentleman will yield ? 

Mr. SuHort. Yes. 

Mr. Brooks. As I understand it is to encourage production in the 
United States to meet the domestic demands; isn’t that substantially 
the situation ? 

Mr. Mitts. That is the way I understand it, Mr. Brooks. 

Mr. Suorr. One other thing, Mr. Chairman. 

Mr. Brooxs. I didn’t mean to interrupt you. 

Mr. Snort. No, I am glad you brought out that point. And right 
on that point I wanted to ask the witness, since he is from Texas as 
well as from Arizona, I see: The wells in west Texas are operating just 
about half time now; aren’t they ? 

Mr. Miuus. Well, they are producing about approximately 50 per- 
cent of what they are capable of producing under maximum efficiency 
rate as established by the commission. , 

Mr. Suort. The Texas Railroad Commission ? 

Mr. Mitts. The Texas Railroad Commission ; yes, sir. 

Mr. Suort. Now, how many barrels are shut-in daily, would you 
say? In the Permian Field? 

Mr. Mus. Those areas in that area of the State are capabl> of 
producing approximately a million barrels more than they are pres- 
ently producing. 

Mr. Suort. That would be maximum production ? 

c Mr. Mitts. That would be maximum production on an efficiency 
asis. 
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Mr. Suorr. The reason it is shut-in is you do not have available 
refinery market, is that it? 

Mr. Mus. There are not sufficient nominations for the oil. 

Mr. Snort. That is all I have. 

Mr. Mirus. The nominations for oil are made to the Texas Rail- 
road Commission and then they all allocate those nominations out 
and pro rate it out over the various fields. 

Mr. Courtney. That is under the conservation law ? 

Mr. Mis. Yes. 

Mr. Brooks. Mr. Mills, do you live in Washington ¢ 

Mr. Murs. I live in Dallas, Tex., sir. 

Mr. Brooxs. You have come a long way here to testify and I am 
sure you do know the entire situation down there. 

Generally speaking, in Texas and Oklahoma and Louisiana, that 
percentagewise—how far is the production below the normal produc- 
tion in those areas? 

Mr. Mirts. Well, I really am not prepared to give you any definite 
statement on that, sir. 

Mr. Brooks. You could not give us any figures to show what the 
“close-in” now is below the normal capacity of the wells? 

Mr. Mitus. No, I do not have those. They are available, I am sure, 
from the various State committees. 

Mr. Brooxs. Actually the production is less than the normal ca- 
pacity production of those wells, isn’t it? 

Mr. Mitts. In many areas it is much below, yes. 

Mr. Mitier. Mr. Chairman 

Mr. Brooks. Mr. Miller. 

Mr. Mixer. Mr. Mills, what is the refining capacity on the Pacific 
coast ? 

Is it adequate? 

Mr. Miuts. Well, I really should not make a positive statement 
about that because I am not prepared to say whether it is or is not. 

Mr. Miter. If we get the west Texas oil out into the Los Angeles 
Basin, could it be refined and prepared for consumption, do you 
know ? 

Mr. Muus. Well, there some refining facilities out there that are 
presently not being used. 

Mr. Mitier. Can you answer my question, though ? 

You certainly must have made some studies of that. 

Mr. Miius. Well, we have some letters from—there is one refinery 
in particular that say the refinery is closed down presently and it 
has a capacity of 25,000 barrels. 

Mr. Mirier. You know, though, that there is adequate refining 
capacity to take care of this oil? 

Mr. Miiis. Well, you may know more about that than I do. 

My understanding is that some refined products are presently be- 
ing imported into that area. 

Mr. Mriiier. Well, I mean the refining capacity only. 

Mr. Mirus. That I am not prepared to say, what the capacity is. 
There is some refining capacity there now that is not being used, I 
am sure. 

Mr. Miter. You speak of taking this to the Los Angeles area. In 
the event of an emergency, would not the San Francisco area be as 
important as the Los Angeles area? 
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Mr. Miis. Well, I presume in time of an emergency the whole 
California coast would be subject to certain types of destruction. 

Mr. Murr. That is all. 

Mr. Brooxs. Any further question? Mr. Fisher. 

Mr. Fisuer. I think you might clarify the question raised by Mr. 
Miller a little bit. As I understand it, he is trying to find out what 
you are going to do with this oil if a pipeline is built, after it once 
gets to California. 

Is it going to be refined or will there be no facilities there for that 
purpose ? 

Mr. Mrs. Well, our hope was that the companies who are pres- 
ently importing from foreign countries, including Canada, would 
cooperate in this venture and use some throughput of their reserves 
from west Texas for their refinery operations in California. 

Mr. Fisuer. 1 think you could reasonably assume that, couldn’t 

ou? 

Naturally if the oil is there, the crude oil, the refineries are going 
to be made available to process it ? 

Mr. Mius. I would think under the—at least in national de- 
fense, the pipeline standing by certainly for maximum service in 
time of emergency—that the companies out there would cooperate 
in this venture as a defense measure. 

I am amazed they do not do it. 

Mr. Fisuer. Sure. You stated in answer to Mr. Short’s question 
that the west Texas fields could increase production by 1 million bar- 
rels per day if called upon to do so and do that on an efficiency basis. 
I think that is important, Mr. Chairman, because that takes into ac- 
count reasonable conservation. 

(Mr. Mitts. Nods.) 

Mr. Fisuer. While it is taking place, and I assume that the reserves 
are such that that could be projected over the foreseeable future, that 
supply ? 

Mr. Mitts. That is my understanding; yes, sir. 

Mr. Fisuer. And I think another contribution that the witness has 
made to the record is to point out the fact that rather recently aeccord- 
ing to ODM as a result of this record demand that has increased with 
the increase in population and the general stepped-up demands for oil 
all over the country—while there has been some increase generally the 
crude oil went up over the United States, except for the west coast 
where, in spite of this increased demand, it has dropped in recent times; 
that is right; isn’t it ? 

Mr. Mitts. That is right. 

Mr. Fisuer. So we have that situation that I think is quite im- 
portant. 

It is the situation out there where they not only in the last few years 
have been short of their minimum capacity but while other parts of 
the country have increased production California has even at this 
moment gradually dropped down and down in production to meet 
those demands. 

(Mr. Miius. Nods.) 

Mr. Mixer. I think that is all. 

Mr. Rivers. Could I ask the gentleman a question ? 

Mr. Brooks. Mr. Rivers. 
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Mr. Rivers. Was that your advertisement I saw in one of the 
Washington papers a day or so ago? 

Mr. Mitts. It was. 

Mr. Miter. I am sorry, I could not be at two committee meetings. 
I have been trying to run from one to the other. But I am vitally 
interested in this proposition. 

Your contention is that we needed the pipeline. 

Mr. Mitts. Yes, sir. 

Mr. Rivers. Now we were in Los Angeles and took testimony. I 
do not think we had you before our subcommittee at that time. 

Mr. Hess. No. 

Mr. Rivers. We had some testimony that the conversion to natural 
gas had in a great measure obviated the need for an additional pipeline 
to carry the character of products in which I assume you are interested. 

Do you subscribe to that ? 

Mr. Mus. Well, if my information is correct, while they may be 
getting those products today, will they be able to get them in time of an 
emergency / 

And the further fact that presently they are having difficulty to take 
care of the demand out there, while they are bringing in a lot of im- 
ports that could be easily cut off at a moment’s notice in the event of a 
catastrophe. 

Mr. Rivers. You have tried to explore this with all levels of the 
Department of Defense? 

Mr. Mius. Well, I have only been in this particular company 
within the last 30 days. I am sorry that I probably have not per- 
sonally made as many contacts as I might in the future. 

Mr. Rivers. Well, this company has been in existence, hasn’t it? 

Mr. Mitts. That is correct. 

Mr. Rivers. They have an application for the certificates, haven’t 
they ? 

Mr. Mitas. That is right. 

Mr. Rivers. And what is the status of it? 

Mr. Mitts. I think the record shows the status of it. 

Mr. Rivers. Oh, you have already given that for the record? 

Mr. Mirrs. I have not; no: but it has been put in the record. 

Mr. Covrrnry. You are questioning about the status? 

Mr. Rivers. The status about the application of this company. 

Mr. Courtney. Just in case there is any misunderstanding about it, 
the record shows that you have put in an application for a certificate 
of necessity and one for a certificate of essentiality. 

(Mr. Mirus. Nods.) 


Mr. Courtney. The certificate of necessity has been approved ? 
Mr. Mitts. That is right. 


Mr. Courtney. The certificate of essentiality has not been granted ? 

Mr. Mitts. Yes, sir. 

Mr. Courrnry. Or perhaps better stated, there has been no final 
ruling on it? 

Mr. Miurs. Yes, sir. 

Mr. Courtney. I believe that was the testimony ? 

Mr. Miris. We assume it is still pending. 

Mr. Courrnry. That was the testimony of Dr. Flemming. 


Mr. Rivers. Yes. And you also stated that you know the economic 
potential of the Permian area of Texas? 
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Mr. Minis. Yes. I have checked that just within the past week with 
Thompson of the railroad commission. 

Mr. Rrvers. He is the chairman, isn’t he? 

Mr. Mirus. That is right. 

Mr. Rivers. Without injury to conservation ? 

Mr. Miuts. That is right. 

Mr. Rivers. And what is that potential production ? 

Mr. Mitxts. Approximately 1 million barrels more than is presently 
being produced. 

Mr. Rivers. Approximately 1 million barrels is available without 
injury to conservation ¢ 

Mr. Mus. That is right. 

Mr. Rivers. And that you got that from the chairman of the Texas 
Railroad Commission ? 

Mr. Mus. That is right. 

Mr. Rivers. He, under the law of the State of Texas, has jurisdic- 
tion over the conservation directives of the law of Texas? 

Mr. Muus. That is right. 

Mr. Rivers. Thank you, sir. 

Mr. Brooks. Well, Mr. Miller, let me ask you just a couple of more 
questions. Perhaps some of this will be duplication, because I was 
not able to go out to the west coast, although I wanted to do so. 

What would be the hazard if private industry undertook to build 
a pipeline of that sort ? 

What hazard would there be on getting a reasonable return ? 

Mr. Miu1s. It is my opinion there would be no hazard if the proper 
cooperation was obtained from those who are presently bringing in 
foreign oils. : 

Mr. Brooxs. Because you have the additional oil to the extent of a 
million barrels available, you state, and you have a need for the oil 
on the Pacific coast. 

There is no question about that. 

Therefore, all you need is a sympathetic cooperation from the 
United States Government, is that it, and the States, I suppose, too? 

Mr. Mitts. That is right. 

Mr. Rivers. Well now, not the States necessarily. You got one, 
Mr. Chairman. 

Mr. Brooks. You would want cooperation from the States, too? 

Mr. Miris. The States of course over which this line would pass— 
I am substantially interested in Arizona. 

We feel that this would be in time of an emergency a great asset 
to the Air Force who has vast flying fields of jets and other types of 
aircraft, on those big fields in Arizona. 

We feel that it would be—it would be a source of supply to them 
in an emergency that would be very desirable. 

Mr. Brooks. And certainly it would be a comfort to the civilian 
economy to have a pipeline coming through that area? 

Mr. Mirts. Indeed it would. 

Mr. Brooks. Mr. Short. 

Mr. Suorr. Would you yield at that point? 

Mr. Brooks. I yield to my distinguished friend. 

Mr. Suorr. This proposed Texas to west coast pipeline is equiva- 
lent to about a 60 tanker fleet, is it not ? 
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Mr. Mirzs. I presume it would depend on the size of the tankers, 
but I guess it would range along in there. 

Mr. Suorr. Approximately 60 tankers? 

Mr. Mixis. Approximately so, yes. 

Mr. Suorr. Of course the Nazis in a few weeks sank 54 of our 59 
tankers in the early days of World War IT off the Atlantic seaboard. 
And during the Korean war, the military paid at least $30 million 
in extra premium for its oil requirements in the Pacific areas. And 
one reason is because they had no pipeline from west Texas to 
California. 

Because you can transport a barrel of oil through pipeline for about 
80 cents, I think it is, or 90 cents. 

Tt cost you more than three times that much to transport even from 
the gulf coast to the west coast. Because it is 5,000 miles from the gulf 
coast down through the canal up to Los Angeles area, and only 1,000 
miles by pipeline from west Texas? 

Mr. Mitts. Yes, sir. 

Mr. Suort. For the benefit of the committee, Mr. Chairman, I am 
going to ask consent that a letter dated the 9th of January, 1956, 
addressed to the chairman of this subcommittee, Mr. Hébert, by Mr. 
R. H. Fogler, Assistant Secretary of the Navy on Material, be included 
in the record at this point. I want the whole letter included. 

On an inquiry as to the increase in tanker rates, Mr. Fogler, the As- 
sistant Secretary of the Navy, as late as the 9th of this month, wrote 
Mr. Hébert and the counsel here sent me a copy, in which we are in- 
formed that bulk cargoes from the United States gulf coast to the 
west coast port of San Francisco have risen from a low of $7.40 per 
ton during the early part of November—only 2 months ago—to a high 
of $14.80 per ton for current lists. 

A jump from $7.40 to $14.80—exactly double. And that the rate 
levels for black and clean bulk cargoes from Aruba, the Netherlands 
West Indies, to the west coast port of San Francisco, have risen from 
$6.35 per ton to $12.70 a ton, exactly double, whether we bring the oil 
from our gulf coast or from Aruba in the Caribbean. 

And in addition to these enormous increases in rate, 100 percent in- 
crease, we are finding in another subcommittee that we are having a lit- 
tle difficulty in getting the tankers which this Committee on Armed 
Services, the full committee, authorized and which Congress passed 
last year. 

Mr. Rivers. There were not but 20 of them. 

Mr. Mritier. Mr. Short, if you will yield—that is my great con- 
cern. You are worrying over the molehill that comes up in California 
of 134,000 barrels a day shortage when on the east coast you have a 
2 million barrel a day shortage that must be met by tanker supply. 

And here is where the great tanker loss was taking place. 

Mr. Suorr. Of course 

Mr. Mixer. I think we are stressing the wrong area in this particu- 
lar thing. You know as well as I do, if Mr. Mills does not, that the 
testimony that was before us on the Pacific coast, and very competent 
testimony was that there was not 10 percent excessive refining capacity 
on the whole Pacific coast, that it has been relieved because—— 

Mr. Mills is perhaps not as familiar with the geography out there, 
he has not shown it or demonstrated it, nor with the building of new 
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refineries in the Seattle-Tacoma area that is going to take care of this 
crude oil that is coming out of Canada. 

I am not a bit afraid of our future relations with Canada, any more 
than you are, in that respect, because in the event of an emergency they 
will have to get our oil to take care of their industries on the east coast, 
those we are interested in preserving. 

Mr. Suorr. Yes, but when it comes to people in the Northwest or in 
New England going cold for lack of fuel, I think the Canadians 
would prefer that they take care of their own people first. 

Mr. Mixer. I do not think it would be feasible at this time for them 
to build a pipeline through the Canadian Rockies, but I will leave that 
to the engineers. 

Mr. Sort. I do not want to labor that point. We are all for 
tankers, as the gentleman knows. But I am pointing out the vul- 
nerability of damage, the difficulty of getting them. 

Mr. Miniter. There is no question of that and that is why 

Mr. Suorr. And the cost of transportation. And I am sure the 
gentleman from California is a little concerned about the people out 
in San Francisco and in Alameda in his own district. 

And they are having to pay twice as much to get that oil transported 
from the gulf 

Mr. Minter. Very much, but we have that situation pretty well 
taken care of by pipelines coming up from southern California. 

Mr. Brooxs. Anything further ¢ 

Mr. Rivers. I think the letter that the former chairman has put 
in this morning is an astounding development. Here these costs 
of tanker bottoms have risen in some cases 100 percent. 

Mr. Suort. Since November ? 

Mr. Courrney. Yes. 

Mr. Brooks. That letter will be put in the record. If there is no 
objection, so ordered. 

(The letter is as follows:) 








DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 9, 1956. 

My Dear Mr. CHAIRMAN: Reference is made to your memorandum of Decem- 
ber 27 addressed to Capt. Graham C. Gill requesting data on the increased tanker 
rates for movement of crude oils from the gulf coast of the United States to the 
west coast of the United States and from foreign ports to United States west 
coast ports. 

The Department of the Navy has had no requirement for the movement of 
crude products, and through its military Sea Transportation Service has trans- 
ported only finished products, both black and clean, on a commercial basis. How- 
ever, for your information, the rate levels for both black and clean bulk cargoes 
from the United States gulf coast to the west coast port of San Francisco have 
risen from a low of $7.40 per ton during the early part of November, to a high 
of $14.80 per ton for current lifts. During the same period, rate levels for 
black and clean bulk cargoes from Aruba, NWI, to the west coast of San Fran- 
cisco have risen from $6.35 per ton to $12.70 per ton. 

Based upon his review of the commercial tanker charter market, the com- 
mander, Military Sea Transportation Service, is of the opinion that the present 
high level of rates will continue at least through February 1956. It is to be 
pointed out that the rates mentioned are those of American-flag vessels since 
foreign-flag tonnage has not been solicited by the Department of the Navy; 
however, quotations and commercial fixtures of foreign-flag tankers have re- 
flected corresponding increases. 

If I can be of further assistance to you in this or other matters, please feel 
free to call upon me. 

Sincerely yours, R. H. Footer, 
Assistant Secretary of the Navy (Material). 















1206 SOURCES OF SUPPLY OF OIL AND OTHER PETROLEUM PRODUCTS 


Mr. Brooks. Now do we have further questions of the witness? 

Mr. Courtney, you have some documents to place in the record ? 

Mr. Courtney. Yes, Mr. Chairman. I believe, Mr. Mills, it would 
be helpful and I would suggest that there be ~ Bsn upon the record, 
the change in personnel in the management of the company, which you 
indicated in the first part of your statement. 

You have become the president. And will you state, if you stress 
the point, what other changes have occurred in the company ? 

Mr. Mus. Well, there has been an almost complete new board of 
directors, consisting of some of the most substantial independent 
producers in Texas. 

There have been other changes. I do not havea list of all the officers, 
Feo there have been changes in the officers, some additional vice presi- 

ents. 

Mr. Courtney. Well, for such pertinence as it may have, I would 
suggest Mr. Mills might want to supply that information for the 
record. 

Mr. Mitts. I would be glad to furnish you a list. 

Mr. Courrney. As a part of your testimony ? 

Mr. Mitts. Yes, sir. 

Mr. Brooks. It will be filed in the record when you supply it. 

(The information supplied is as follows:) 


DIRECTORS OF WEST COAST PIPELINE Co. 


Ray E. Hubbard, Dallas 

J. A. Humphrey, Dallas 

burt E. Hull, Dallas 

Jack Woodward, Dallas 

C. G. Johnson, Dallas 

D. D. Feldman, Dallas 

W. W. Studdert, Midland, Tex. 

H. E. Chiles, Jr., Midland, Tex. 

Sol Brachman, Fort Worth 

John B. Mills, Dallas 

Herbert L. Nichols, Amarillo and Dallas, Tex. 
J. Edward Johnson, Dallas 

Guy Warren, Corpus Christi, Tex. 

Ralph E. Fair, San Antonio, Tex. 

Fred Korth, Fort Worth, Tex. 

E. E. Fogelson, Dallas 

John B. Mills, chairman of board and president 
Surt BE. Hull, vice president and chairman of board 
Jack Woodward, vice president 

J. A. Humphrey, vice president 

L. M. Glasco, vice president 

Ray E. Hubbard, secretary and treasurer 

J. Edward Johnson, assistant secretary 

Ray Burris, assistant secretary 


Mr. Courtney. Now another question, Mr. Mills, so that the record 
may be clear. 

As I understand it, you solicited or invited some 29 producers and 
users in the California area, I presume, to participate in this west 
coast pipeline, and that you have received some favorable replies? 

Mr. Miuts. We have received some replies signifying an interest. 

The larger ones probably have signified no interest. 

Mr. Courtney. Well, can you inform the committee for the purpose 
of this record the identity of those who would be willing to participate 
and the capacity to use any given amount of through put? 
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Mr. Miis. We have all of the letters that have been received, and 
a copy of those letters could be furnished to the committee if you 
would like to have those. 

Mr. Courtney. Well, I should think, Mr. Chairman, that the com- 
mittee would be interested in knowing the potential uses or the quan- 
tity that would be used by those who have indicated an acceptance of 
your proposal or a willingness to join in the proposal. 

Mr. Mitus. Without the cooperation of the larger operators out 
there, it is rather difficult for some of the smaller refiners who are 
depending upon the crumbs from the rich man’s people, so to speak, 
to make any definite commitments in advance of a definite contract 
for oil over a period of time. So, we are not discouraged by the fact 
that we have not the commitments for any given amount of oil. 

I don’t think that is 

Mr. Courtney. Well, the relevance, at least in my thinking, for the 
purpose of the record is that you have asked for Government support 
for some sixty-odd thousand barrels in your present application. 

Now if that quantity is reduced or changed or is helped in any way 
by any commitments, I should think the committee would like to 
know it and you would like to have them know it. 

Mr. Minis. Well, we have every reason to believe that when the line 
is assured and it is known that crude will be available, that the Gov- 
ernment won’t have to support it at all. 

Mr. Courtney. Well, I am thinking merely of the state of the 
record as it exists now. I believe it is the testimony of the officials of 
your company, who wanted the 60,000 barrel support. 

Mr. Chairman, those were the only questions that suggest them- 
selves, 

Mr. Brooxs. Any further questions? 

Mr. Mitter. For information, will this Brown report which has 
now been declassified be made a part of the record ? 

Mr. Courtney. Yes, sir, it has been made a part of the record. 

Mr. Foco. It has been made. 

Mr. Brooks. It is available to you. 

Mr. Courtney. I have two things, Mr. Chairman, we have some sup- 
plements to the record here which I should like to introduce. 

First let me say that during the recess every person who testified 
before the committee or who expressed an interest in this subject was 
solicited, to advise whether or not he or they had any information to 
add to their previous statements or had any change of disposition in 
the interval. 

Now we have gotten negative replies from nearly all. 

We have received a letter from the Standard Oil Company of Cali- 
fornia, with attachments, relating to an exchange of correspondence 
between Mr. Mills’ company and that company, and we this morning 
have received a copy of a letter from Richfield Oil Corp. relating to 
the same subject matter, which, Mr. Chairman, I believe should be a 
part of the record. 

Mr. Brooks. If there is no objection, so ordered. 

(The documents are as follows :) 
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STANDARD Or COMPANY OF CALIFORNIA, 
San Francisco, Calif., January 11, 1956. 
Hon. F. Epwarp HEBERT, 
Chairman, House Committee on Armed Services, 
Subcommittee for Special Investigations, 
House Office Building, Washington, D.C. 


My Dear Mr. Hésert: Under date of December 27, 1955, I wrote Mr. John J. 
Courtney, special counsel of your subcommittee, to the effect that the proposed 
west Texas/California pipeline set forth conditions as they exist. I advised him 
that as far as I could see there was nothing further that needed to be brought to 
the attention of your subcommittee. Since writing that letter, I have received 
a letter from Mr. John B. Mills, president of the West Coast Pipeline Co., dated 
December 29, in regard to this matter. A copy of that letter is attached. 

Many of the statements included in Mr. Mills’ letter are apparently based on 
erroneous information and do not conform to the record. I have replied to Mr. 
Mills in some detail and am attaching a copy of this reply as I thought it would 
be of interest to you. You will note that I have advised Mr. Mills that I am 
forwarding a copy of my reply to you for your information. 

If I can be of any further service in connection with your inquiry, please feel 
free to call on me. 

Yours very truly, 









































T. S. Petrersen, President. 






STANDARD Orn COMPANY OF CALIFORNIA, 
San Francisco, Calif., January 11, 1956. 
Mr. Jonn B. MIILs, 
President, West Coast Pipeline Co., 
Dallas, Tez. 


DEAR Mr. Mirts: I have your letter of December 29, 1955, regarding your pro- 
posed crude-oil pipeline from west Texas to southern California. 

I am very pleased that you have written me as there are a number of matters 
you discuss about which there is apparently some confusion in your mind, and I 
welcome the opportunity to set the record straight. 

The data presented before the subcommittee of the House Committee on 
Armed Services at Los Angeles in mid-1955 demonstrated that petroleum sup- 
plies on the west coast are sufficient, with those available from western Canada, 
to fill all peacetime as well as military needs in an emergency on a scale even 
greater than occurred during World War II. In addition, some 138,000 barrels 
per day of Elk Hills crude oil would also be available. I recently received an 
invitation to again appear before that committee; but as there is nothing further 
I could add to that record, I have so informed Chairman Hébert. 

One new situation has developed, however, which bears emphasis. A product 
pipeline from El Paso to Phoenix is now complete and operating and a new 
product line from Los Angeles to Phoenix will be completed shortly. The first 
step in the expansion of our own 20-inch crude line into El Paso has been com- 
pleted. In other words, there are pipelines now actually in existence between 
west Texas and California which could be converted to any use in an emergency 
and whose capacity could be readily increased. Incidentally, the delivery of 
gasoline through these new product pipelines will reduce the price of gasoline 
to consumers in Phoenix by 1% cents per gallon. 

Now with respect to the other matters I mentioned above, I should like to 
discuss the points you make in some detail. 

1. You quote Mr. Arthur 8S. Flemming’s statement of July 7, 1955, pertaining 
to the contribution such a line would make toward national security and its 
strategic and logistic significance. 

There are a great many projects not otherwise justified which would con- 
tribute to the national security and which would be desirable from a national 
security point of view if cost were no object. Many of these projects involve 
the expenditure of such great sums of money that even our Government has 
insufficient resources to finance them all. Only those essential to national 
security can be justified, and it is only when such a proposal is considered by 
Government to be essential that it should receive taxpayer financial support. 
We understand that no such essential status has been accorded your project. 
We do not believe that projects not justifiable on an economic basis should be : 
financed privately but, if they are essential, should be financed by the Federal 
Government, 
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2. You refer to a 70-percent vulnerability of west coast refineries, storage, and 
terminal facilities, and oil wells. I think this percentage is a little high, but 
certainly extreme hazards exist in all refining centers; however, vulnerability of 
refinery and storage facilities exists regardless of the source of crude-oil supply. 

The existence of a crude-oil pipeline from west Texas to California would not 
permit supplies of products to be immediately available in California in the 
event of a catastrophe. 

Under emergency conditions supplies of products to fill the crude line would not 
be readily available in the volume required, not to speak of the problem of hooking 
up the line to refineries of sufficient capacity to supply it. On the receiving end, 
a catastrophe of the magnitude visualized would destroy terminals, docks, storage, 
distribution facilities and, in fact, all facilities necessary to handle the volume 
a 20-inch to 30-inch line would involve. It would take considerable time to install 
emergency facilities, and because of the radioactivity there would be a delay 
of weeks and possibly months before this work could start. This all assumes that 
the pipeline was subject only to minor damage and could readily be put back into 
service. Under emergency conditions the entire line could probably be laid 
in this waiting period if pipe were to be stockpiled in advance and if at the time 
that appeared to be the proper step. 

Furthermore, as pointed out above, there is already a product line in existence 
from El Paso to Los Angeles with 60,000 barrels per day of crude-refining capacity 
available at El Paso which could immediately be available for service. Such a 
line could use small intermediate terminals at Colton, Pomona, ete., to make 
product available to southern California. Expansion of El Paso refining capac- 
ity can also be expected to increase availability of stocks for this line. 

8. Your letter states that west Texas sweet crude oils, blended with heavier 
California oils, would automatically increase our refinery capacity. Raising 
the gravity does not of itself increase refinery capacity and may, in fact, actual- 
ly somewhat reduce it. Since the capacity of modern refinery equipment is 
usually limited by the volume vaporized in a still, an increase in the gravity of 
the crude stream would not automatically increase total crude throughput ca- 
pacity but would actually reduce it. 

4. You apparently have been misinformed about the relationship of product 
prices at the United States gulf and in California. You will find, if you will 
review the recent military awards in the two areas, that gulf coast prices for 
products are somewhat lower in some cases than for the same product in Cali- 
fornia. However, you will find that the prices of some products, as in the case 
of navy special and bunker C fuel, are lower on the west coast than the prices 
for those products on the gulf. The two items mentioned are bought by ASPPA 
in very large volume. 

Furthermore, crude oil delivered in California through a large pipeline at 
present posted prices and with a large volume throughput would not have a 
materially different cost than California crudes at present prices and trans- 
pertation costs. Therefore there is no reason to anticipate that the availability 
of Texas crudes in California would cause any reduction in west coast. product 
prices. 

Having fully and carefully considered your letter of December 29, as well 
as the evidence already presented and contained in the hearings before the Sub- 
committee for Special Investigations of the House Committee on Armed Serv- 
ices last summer, I can only reply to your specific inquiry as follows: 

We can find no basis that would justify Standard Oil Company of California 
in using its stockholders’ money to participate in either of your proposals or, 
for that matter, to participate in your pipeline in any other manner. 

I personally am most appreciative of the fact that you have at this time ap- 
proached us directly in this matter and assure you that I have tried to be most 
factual in my reply. 

As a matter of information, I am sending a copy of this letter to Chairman 
Hébert. 

Sincerely yours, 


T. S. PETERSEN, President. 
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WEST Coast PIPELINE Co., 
Dallas 1, Tex., December 29, 1955. 
STANDARD Or. CoMPANY OF CALIFORNIA, 
San Francisco, Calif. 
(Attention: Mr. T. 8. Petersen. ) 


GENTLEMEN: In Arthur S. Flemming’s statement before the Armed Services 
Committee on July 7, 1955, page 939, he stated: 

“The Department of Defense upon request concluded that a crude-oil pipeline 
from west Texas to California would contribute to the national security and 
would have strategic and logistic significance in time of war.” 

The map opposite page 1162 of the transcript clearly illustrates that 1 present- 
day bomb could wipe out 70 percent of the west coast refineries, producing oil 
wells, terminals, and storage facilities. By losing our west coast refined prod- 
ucts the fleet in the Pacific, our military installations, and civilian economy on 
the west coast would be paralyzed unless there was in operation a large pipeline 
that could be immediately connected to other refineries within the United States. 

In light of the above statement and other obvious reasons, it would seem to 
be the patriotic duty of our oil industry to see that this crude-oil line is con- 
structed immediately and that selfish interests do not jeopardize our national 
security. 

In the committee’s hearings in Los Angeles, oil companies and associations on 
the west coast opposed a Government subsidy for the construction of this line. 
If the oil companies such as Shell, Tide Water, Richfield, Union, Standard of 
California, the Texas Co., and General Petroleum would support this proposed 
line in any manner or under either of the following proposals, private financing 
would be available and it would be unnecessary for this company to seek a 
Government guaranty under section 302 of the Defense Production Act of 1950. 

First: That the oil companies jointly agree to guarantee the difference be- 
tween what actually goes through the line and 75,000 barrels per day for a period 
not to exceed 5 years. 

Second: If these companies jointly agree to transport through this line 30,000 
barrels per day of the crude oil they own in west Texas and New Mexico for a 
period not to exceed 5 years. 

Collectively, liability under either of these proposals would be nil, since 30,000 
barrels represent less than one-fourth of the present foreign imports to the west 
coast and only 3 percent of California’s total daily production. The absence 
of a crude-oil pipeline from west Texas to California is obviously a weak spot 
in our defense program and is a missing link in our national crude-oil trans- 
portation system. It would be reasonable to assume that the Justice Department 
would hold oil companies participating in this pipeline construction free from 
any antitrust liability. 

By blending your shut-in, high gravity sweet crude oil of west Texas and 
New Mexico to your heavy crudes of California, your present west coast refinery 
eapacity would automatically be increased. Then the military and civilians 
on the west coast could purchase their petroleum products at gulf coast prices 
(which is approximately 3 cents cheaper per gallon). 

Pipeline facilities from west Texas and New Mexico reach every section 
of the United States with the exception of the west coast. And the independent 
producers of west Texas and New Mexico, where there is a surplus of several 
hundred thousands barrels per day of crude oil, shut-in, for the lack of a 
market, feel that since California cannot produce enough crude oil to meet 
the west coast requirements and must rely on imports by tanker that they are 
justly entitled to be able to participate in this new market that is constantly 
increasing. 

As the new president of the West Coast Pipeline Co., I want to make sure 
that the oil industry on the west coast has been extended the opportunity to 
participate in the ownership and construction of this line. It is not my intention 
to restrict the ownership of his line to the independent oil producers and, if 
the oil companies on the west coast desire to participate under either of the 
above or alternate proposals, stock of the West Coast Pipeline Co. could be 
made available to them. 

Please let me know by January 15, 1956, if your company will participate in 
either of the above proposals or in what manner you will participate toward 
the construction of this line. 

Yours very truly, 
JOHN B. Mitts, President. 
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RICHFIELD OIL CorpP., 
Los Angeles, Calif., January 11, 1956. 
West Coast PIPELINE Co., 
Dallas 1, Tez. 
(Attention: Mr. John B. Mills, president.) 

GENTLEMEN: In answer to your letter of December 29, 1955, please be advised 
that Richfield Oil Corp. would not desire to participate in your proposed project 
for the construction of a pipeline from west Texas to California under either 
of the proposals suggested in your letter or in any other manner. 

Very truly yours, 
CHARLES 8S. JONES. 


Mr. Mitts. I would like to make one comment about the Standard 
Oil letter if I may. 

Mr. Petersen refers to the possible decrease in production if higher 
octane oil is used, but he neglected to say that with small modification 
the refinery company properly handled the higher octane oil. 

Mr. Brooks. A different cracking process there. 

Mr. Miuus. He just left that out. It might require a small modifi- 
cation in condenser capacity. 

Mr. Brooks. Sure. Any further documents? 

Mr. Courtney. Mr. Chairman, the counsel for Mr. Mills has sug- 
gested, Mr. Mills—that you might insert in the record as a part of your 
testimony the responses you have received in answer to your invitation. 

Mr. Mitzs. You would like to have copies of those letters? 

Mr. Courtney. Well, that is your counsel’s suggestion. 

I think it might be of assistance. 

Mr. Mirus. Well, we will be very happy to get them to you. 

Mr. Courrney. One further thing, Mr. Chairman. 

We have received a letter from the representative of Governor Mc- 
Farland of Arizona, in which he stated that the State did not desire to 
amplify its testimony and felt it had a fair and complete hearing. 

Mr. Brooks. If there is no objection, that will be made a part of the 
record. 

(The letter is as follows :) 

VALEN OIL & MINERALS CorpP., 
January 6, 1956. 


Mr. JOHN J. COURTNEY, 
House Office Building, Washington, D. C. 

DEAR Mr. CourtTNEY: Thanks for yours of December 16 and please pardon my 
delay in replying. 

I have just spoken to Governor McFarland and we both agree that Arizona’s 
wishes for the construction of a common carrier crude oil pipeline from west 
Texas to California have been pretty thoroughly expressed. 

We greatly appreciate the courtesy the committee extended to Arizona at the 
hearings last summer in Los Angeles, and hope that our feelings were sufficiently 
well expressed at that time. Certainly, if there is anything that we can do to 
further encourage the ultimate construction of such a line I would be more than 
happy to appear before the committee again. 

If anything develops in the immediate future that indicates we would further 
Arizona’s position by again appearing before the committee, I will notify you 
at once and request that we be allowed to do so. 

Again, many thanks to you and the committee for past courtesies, and let’s hope 
that the year 1956 will see some real progress, insofar as the construction of this 
much needed pipeline is concerned. 

Very sincerely yours, 
HvuBERT MERRYWEATHER. 


Mr. Courtney. I think that is all, Mr. Chairman, that we have for 
insertion in the record. 
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Mr. Brooks. Any further business before the subcommittee ¢ 
If not, the committee will stand adjourned. 


(Whereupon, at 12:25 p. m., the committee was adjourned.) 
(Appendix A, exchange of letters, is as follows :) 
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APPENDIX A 


Soca Orn & REFINING Co., 
Huntington Beach, Calif., January 5, 1956. 
WEstT Coast PIPELINE Co., 
Dallas 1, Tex. 
(Attention: John B. Mills, President.) 


GENTLEMEN: Socal is not interested in participating in either of the proposals 
set forth in your letter of December 30, 1955, regarding purchase and transpor- 
tation of cil from Texas. 

We wish to thank you for submitting the same to us. 

Yours very truly, 
J. H. Grimes, President. 


Pasco Propwucts, INC., 
San Francisco 12, Calif., January 6, 1956. 
Mr. JOHN B. MIL1s, 
President, West Coast Pipeline Co., 
Dallas 1, Tex. 

DEAR Mr. Mir1s: Please excuse a short but prompt answer. I have read your 
letter but find no occasion for us to become an interested party to your pipeline. 
Thank you for calling it to our attention. 

Yours very truly, 
W. L. Keapy. 


SUNLAND REFINING CoRP., 
Fresno, Calif., January 9, 1956. 
Mr. JouHn B. MILs, 
President, West Coast Pipeline Co., 
Dallas 1, Tex. 

Dear Mr. Mitts: Referring to yours of December 30, we are in no position to 
make any commitments for use of the West Coast pipeline as our refinery is 
located at Bakersfield. Consequently, we are not able to take advantage of what 
you expect to offer. 

If our refinery was located in southern California where we might avail our- 
selves of the benefit of such a line, we would be much more interested in its 
availability. 

Yours very truly, 
G. A. OLSEN, President. 


DovucLas O1L COMPANY OF CALIFORNIA, 
Paramount, Calif., January 11, 1956. 


West Coast PIPELINE Co., 
Dallas, Tez. 
(Attention: Mr. John B. Mills, President.) 


GENTLEMEN: We have given considerable study to your letter of December 30, 
1955, and we have concluded that this company is not justified in participating 
in the construction of this crude-oil line. 

Yours very truly, 


Dar_ S. SHARP, 
Assistant to the President. 


1213 





1214 SOURCES OF SUPPLY OF OIL AND OTHER PETROLEUM PRODUCTS 


STANDARD Or, COMPANY OF CALIFORNIA, 
San Francisco, Calif., January 11, 1956. 
Mr. JoHN B. MILL, 
President, West Coast Pipeline Co., 
Dallas, Tez. 


Dear Mr. Mirts: I have your letter of December 29, 1955, regarding your 
proposed crude oil pipeline from west Texas to southern California. 

I am very pleased that you have written me as there are a numebr of mat- 
ters you discuss about which there is apparently some confusion in your mind, 
and I welcome the opportunity to set the record straight. 

The data presented before the subcommittee of the House Committee on 
Armed Services at Los Angeles in mid-1955 demonstrated that petroleum sup- 
plies on the west coast are sufficient, with those available from western Canada, 
to fill all peacetime as well as military needs in an emergency on a scale even 
greater than occurred during World War II. In addition, some 138,000 barrels 
daily of Elk Hills crude oil would also be available. I recently received an 
invitation to again appear before that committee; but as there is nothing 
further I could add to that record, I have so informed Chairman Hébert. 

One new situation has developed, however, which bears emphasis. A product 
pipeline from El Paso to Phoenix is now complete and operating and a new 
product line from Los Angeles to Phoenix will be completed shortly. The 
first step in the expansion of our own 20-inch crude line into El Paso has been 
completed. In other words, there are pipelines now actually in existence 
between west Texas and California which could be converted to any use in 
an emergency and whose capacity could be readily increased. Incidentally, 
the delivery of gasoline through these new product pipelines will reduce the 
price of gasoline to consumers in Phoenix by 114! cents per gallon. 

Now with respect to the other matters I mentioned above, I should like 
to discuss the points you make in some detail. 

1. You quote Mr. Arthur S. Flemming’s statement of July 7, 1955, pertain- 
ing to the contribution such a line would make toward national security and 
its strategic and logistic significance. 

There are a great many projects not otherwise justified which would con- 
tribute to the national security and which would be desirable from a national 
security point of view if cost were no object. Many of these projects involve 
the expenditure of such great sums of money that even our Government has 
insufficient resources to finance them all. Only those essential to national 
security can be justified, and it is only when such a proposal is considered 
by Government to be essential that it should receive taxpayer financial sup- 
port. We understand that no such essential status has been accorded your 
project. We do not believe that projects not justifiable on an economic basis 
should be financed privately but, if they are essential, should be financed by the 
Federal Government. 

2. You refer to a 70 percent vulnerability of west coast refineries, storage 
and terminal facilities, and oil wells. I think this percentage a little high, 
but certainly extreme hazards exist in all refining centers; however, vulner- 
ability of refinery and storage facilities exists regardless of the source of 
crude-oil supply. 

The existence of a crude-oil pipeline from west Texas to California would 
not permit supplies of products to be immediately available in California in 
event of a catastrophe. 

Under emergency conditions supplies of products to fill the crude line would 
not be readily available in the volume required, not to speak of the problem 
of hooking up the line to refineries of sufficient capacity to supply it. On the 
receiving end, a catastrophe of the magnitude visualized would destroy terminals, 
docks, storage, distribution facilities and, in fact, all facilities necessary to 
handle the volumes a 20-inch to 30-inch line would involve. It would take 
considerable time to install emergency facilities, and because of the radio- 
activity there would be a delay of weeks and possibly months before this work 
could start. This all assumes that the pipeline was subject only toe minor 
damage and could readily be put back into service. Under emergency condi- 
tions the entire line could probably be laid in this waiting period if pipe 
were to be stockpiled in advance and if at the time that appeared to be the 
proper step. 

Furthermore, as pointed out above, there is already a product line in existence 
from El Paso to Los Angeles with 60,000 barrels daily of crude refining capacity 
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available at El Paso which could immediately be available for service. Such a 
line could use small intermediate terminals at Colton, Pomona, etc., to make 
product available to southern California. Expansion of Bl Paso refining capac- 
ity can also be expected to increase availability of stocks for this line. 

3. Your letter states that west Texas sweet crude oils, blended with heavier 
California oils, would automatically increase our refinery capacity. Raising 
the gravity does not of itself increase refinery capacity and may, in fact, 
actually somewhat reduce it. Since the capacity of modern refinery equipment 
is usually limited by the volume vaporized in a still, an increase in the gravity 
of the crude stream would not automatically increase total crude throughout 
capacity but would actually reduce it. 

4. You apparently have been misinformed about the relationship of product 
prices at the United States gulf and in California. You will find, if you will 
review the recent military awards in the two areas, that gulf coast prices for 
products are somewhat lower in some cases than for the same product in Cali- 
fornia. However, you will find that the prices of some products, as in the case 
of Navy special and bunker C fuel, are lower on the west coast than the prices 
for those products on the gulf. The two items mentioned are bought by ASPPA 
in very large volume. 

Furthermore, crude oil delivered in California through a large pipeline at 
present posted prices and with a large volume throughout would not have a 
materially different cost than California crudes at present prices and transporta- 
tion costs. Therefore there is no reason to anticipate that the availability of 
Texas crudes in California would cause any reduction in west coast product 
prices. 

Having fully and carefully considered your letter of December 29, as well as 
the evidence already presented and contained in the hearings before the Sub- 
committee for Special Investigations of the House Committee on Armed Services 
last summer, I can only reply to your specific inquiry as follows: 

We can find no basis that would justify Standard Oil Company of California 
in using its stockholders money to participate in either of your proposals or 
for that matter, to participate in your pipeline in any other manner. 

I personally am most appreciative of the fact that you have at this time 
approached us directly in this matter and assure you that I have tried to be 
most factual in my reply. 

As a matter of information, I am sending a copy of this letter to Chairman 
Hébert. 

Sincerely yours, 
1T. S. PeTersen, President. 


RICHFIELD OIL CorpP., 
Los Angeles, Calif., January 11, 1956. 
West Coast PIPELINE Co., 
Dallas, Tea. 
(Attention: Mr. John B. Mills, President.) 


GENTLEMEN: In answer to your letter of December 29, 1955, please be advised 
that Richfield Oil Corp. would not desire to participate in your proposed project 
for the construction of a pipeline from west Texas to California under either 
of the proposals suggested in your letter or in any other manner. 

Very truly yours, 
CHAS. JONES. 


CentTuRY O11 Co., 
Long Beach, Calif., January 11, 1956. 
Mr. J. B. MILLs, 
President, West Coast Pipeline Co., 
Dallas, Tez. 

Dear Str: Thank you very much for your letter of December 30, 1955 in 
which you offer us an opportunity to either participate in the ownership of a 
pipeline from west Texas to California, or, to make use of this facility when it 
has been installed. 

At the present time we have an adequate supply of crude oil to continue our 
refinery operations and it seems to us that we will continue to have an adequate 
supply during the foreseeable future. Accordingly, we have no interest in your 
proposals at this time. 

Very truly yours, 
E. O. BacHMAN. 
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GENERAL PETROLEUM CorP., 
Los Angeles, Calif., January 11, 1956. 
Mr. JOHN B. MILs, 
President, West Coast Pipeline COo., 
Dallas, Tex. 

DEAR Mr. Mitts: Referring to your letter of December 29, 1955, concerning 
participation in your west coast pipeline project, we have no present interest 
in this. 

Very truly yours, 
R. L. MINCKLER. 


CALSTATE REFINING Co., 
Long Beach, Calif., January 11, 1956. 
Mr. JOHN B. MILLs, 
President, West Coast Pipeline Co., 
Dallas, Tex. 

Dear Sir: We acknowledge receipt of your letter of December 30, 1955 in 
which you suggest that we make use of a pipeline you are contemplating in- 
stalling from west Texas to California. 

Inasmuch as we do not use crude oil in our operations, we have no interest 
in purchasing or transporting crude oils. 

Very truly yours, 
CHARLES 8. Cox. 


MACMILLAN PETROLEUM CorpP., 
Los Angeles, January 12, 1956. 
West COAST PIPELINE Co., 
Dallas, Tex. 
(Attention Mr. John B. Mills.) 


GENTLEMEN: This is to acknowledge receipt of your letter of December 30 
concerning your proposed west coast crude pipeline and the commitments neces- 
sary for its construction and operation. 

We regret that we are unable to participate in such a venture, since we are 
and have been obtaining our crude supply locally. Furthermore, we do not 
feel that the economics on such crude would be sufficient to justify running it. 

Very truly yours, 
E. J. BARNES, Vice President. 


Tue Texas Co., 
Los Angeles, Calif., January 12, 1956. 
Mr. JoHN B. MILLs, 
President, West Coast Pipeline Co., 
Dallas, Tex. 
Dear Sir: Thank you for your letter of December 30, addressed to my attention. 
Our company is not interested in participating in the proposals mentioned in 
your letter. 
Your very truly, 
JAMES T. Woop, Jr. 


WESTOIL TERMINALS Co., 
Los Angeles, Calif, January 18, 1956. 
Mr. JoHN B. MILLs, 
West Coast Pipeline Co., 
Dallas, Tee. 


Dear Mr. Mitts: We have at hand your letter of December 30, addressed to our 
company with regard to the west-coast pipeline. 

On several occasions we have had discussions with your former president, Mr. 
Glasco, with regard to the use of our refinery at Wilmington. 

As you probably know, our refinery contains approximately 1,700,000 barrels 
of storage and we have pipeline connections to all major refiners and to our own 
waterfront dock. We have imported crude and have exported crude as well 
as refined products of all kinds. 

We purchased the refinery in August of 1950, just 3 months after it had been 
closed down. It had been running in the neighborhood of approximately 25,000 
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barrels per day as a topping-plant operation by the Pacific States Oil Co., the 
former owner. For future operations the refinery would need a small amount of 
capital to recondition it as a topping plant and still greater amount of capital 
to add a thermal cracking unit and a cat reformer to compete with present-day 
Pacific coast products. 

We would be interested in a long-term commitment for the capacity of the 
refinery if you are successful in the completion of your line. 

We-happen to be very strategically located, so that we could bring crude into 
the plant, pump it back through your pipelines, or we could bring crude from 
your pipelines and export it. I believe that we are the only company on the 
Pacific coast that can do this without another operation at the terminal. In 
other words, our refinery and our terminal are one and the same. 

Without knowing the full information with regard to the financial plan of 
your pipeline, we would be unable to say what participation we could take. 
However, we are very interested in anything that would assist our Government 
as we are now doing a rather large job for the Government. If you will be 
so kind as to send us what data you could with regard to the financing of the 
line, we would appreciate it very much. 

Very truly yours, 
GEORGE H. GAGE. 


ee 


PALOMAR OIL & REFINING CoRP., 
Bakersfield, Calif., January 13, 1956. 
West Coast PIPELINE Co., 
Dallas, Tez. 
(Attention: Mr. John B. Mills, President. ) 


GENTLEMEN: We are in receipt of your letter of December 30, 1955, regarding 
the contemplated construction of a crude oil pipeline from west Texas to 
California. 

Your letter does not state the location in California where this proposed 
pipeline would terminate; however, we assume it would be in the Los Angeles 
area. Our refinery is located approximately 120 miles north of Los Angeles and 
we would, therefore, be faced with additional transportation charges from vase 
terminus of your proposed pipeline to our facilities. To us, this poses a problem 
in economics. 

We are interested in additional crude oil for our operations, based on a 
delivered cost comparable to that of our present supply. Therefore, if you 
have developed any cost figures, or when such figures are available, we would 
appreciate your advice as to the cost delivered to our refinery in Bakersfield, 
Calif. 

Yours very truly, 
T. E. FisHer, President. 


UNION Orn COMPANY OF CALIFORNIA, 
Los Angeles, Calif., January 13, 1956. 
Mr. JouHn B. MIIts, 
President, West Coast Pipe Line Co., 
Dallas, Tez. 


Dear Mr. Mitts: This will acknowledge your letter of December 30 to our 
president, Mr. Reese H. Taylor, in which you inquired as to the interest of 
Union Oil Company of California in the construction and use of a crude oil 
pipeline from west Texas to southern California. 

In order to properly reply to your inquiry, we will need additional information 
on several matters. Among these we would need to know what assurance 
could be given as to a continuing adequate supply of crude oil, the quality of 
crude available, and the price delivered in Los Angeles. In that connection we 
would also like to know what assurance could be given that present and future 
delivered prices would be competitive with the price of comparable California 
crude. 

We would also like to see a complete prospectus, including estimated cost of 
construction, proposed method of financing, tariff schedule, and a projection of 
earnings at various throughput volumes. 

We appreciate your inquiry and if you will furnish additional information on 
the above questions, we will give the matter further consideration. 

Very truly yours, 
E. L. Hatt. 
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Sunset Or Co., 


Los Angeles, Calif., January 16, 1956. 
West Coast PIpPrrine Co., 


Dallas, Tex. 
(Attention: Mr. John B. Mills, president.) 

GENTLEMEN: Your letter of December 30, 1955, has been referred to this office 
for consideration. 

Inquiries have been made respecting your proposed pipeline project, but, 
unfortunately, we have been unable to develop very much outside information. 
We are unable to come to any definite conclusions, based upon your presentation, 
in the time that has been allotted. 

We believe if your company is seriously considering the interest the west coast 
independents may have in your project, it might be desirous to supply us with 
a prospectus including sufficient detail upon which a decision could be based. 

If such information is available, we would appreciate receiving it so that we 
may properly consider the entire plan. 

Sincerely yours, 
Morton A. STERLING, 
Baeecutive Vice President. 


GOLDEN Bear O1L Co., 
Los Angeles, Calif., January 9, 1956. 
West Coast PIPELINE COo., 
Dallas, Tex. 
(Attention of Mr. John B. Mills, president.) 


DEAR Str: I read with considerable interest your letter dated December 30, 
1955, regarding the construction of a pipeline from Texas to California. Dis- 
regarding the necessity for such a line for the armed services there is no question 
in my mind that California will have to bring in more crude oil. The demand 
is increasing at rates greater than the new discoveries in our geographic area. 
Already the independent refiners, we being one of them, are having some difti- 
culty in obtaining a sufficient supply of crude oil for operations. 

I do not know at this time how our company can participate in your proposals, 
especially since our refinery is located in Bakersfield, Calif., a distance of 
approximately 130 miles north of Los Angeles. In the meantime we will study 
the merits of your plan. 

Very truly yours, 
J. M. FetpMan, President. 


SHELL OIL Co., 
New York, N. Y., January 18, 1956. 
WEST CoAST PIPELINE Co., 
Dallas, Tex. 
(Attention of Mr. John B. Mills, president. ) 


GENTLEMEN : We have received a copy of your letter of December 29 addressed 
to the attention of Mr. P. E. Lakin. Mr. Lakin has retired from active service 
with Shell. 

Your letter asked whether Shell Oil Co. would support the West Coast Pipe- 
line project through a guaranty of throughput. We regret that we cannot do 
so. We have adequate supplies of crude in California and are not importing 
crude oil into that State. 

As for the national defense aspect, we have recently completed the con- 
struction of a 50,000-barrel-per-day refinery in the Pacific Northwest. We feel 
that this is a substantial contribution to the national defense. Prior to the con- 
struction of refining facilities in the State of Washington, this industrial area 
was probably the most vulnerable section of the United States, since it was 
almost entirely dependent upon waterborne supplies. This Washington refinery 
will operate primarily on Canadian crude and while it has reduced our require- 
ments for California crude oil, it provides a source of supply for the Pacific 
Northwest that is not dependent upon coastwise tanker transportation. 

Very truly yours, 
D. B. Hopaes, 
Vice President, Transportation and Supplies. 
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WILSHIRE Ort COMPANY OF CALIFORNIA, 
Roswell, N. Mev., January 17, 1956. 
Mr. JouN B. MILL1s, 
«President, West Coast Pipeline Co., 
Dallas, Tex. 

Dear Mr. Mitts: I wish to thank you for your letter of December 30 outlining 
the plans for the West Coast Pipeline Co., and to advise that we are not interested 
in participating in the line at this time. 

Our present crude commitments are such that we cannot make any long- 
range plans for shipping over the line, however, if the line is constructed we 
might be interested in using it in years to come. 

Very truly yours, 
Rosert O, ANDERSON, President. 


Envoy PETROLEUM Co., 
Long Beach, Calif., January 20, 1956. 
Mr. JouHN B. MILLs, 
President, West Coast Pipeline Co., 
Dallas, Tex. 


DEAR Mr. MILLS: Being small operators, we are unable to make use of any 
exact amount of light crude oil and to take any part in your pipeline project 
would probably be “over our heads.’”” We do hope, however, that after all the 
hard work Mr. Glascoe has devoted to this project you will meet with eventual 
success. 

Yours very truly, 
A. M. LOCKHART. 


APPENDIX B 


TursDAy, January 31, 1956. 
Memorandum for: Members of the Subcommittee. 
From: F. Edward Hébert, Chairman. 


I have received the following teletype press release which is scheduled for 
a. m. release tomorrow, Wednesday, February 1, relating to the hearings on the 
West Coast Oil Pipeline matter. You will recall my announcement at the open- 
ing of our recent session of a projected development by Standard Oil Co. of 
California from west Texas to district 5. 

Following is the text of the press release for your information: 

A major refinery and pipeline expansion program to increase the markets for 
west Texas crude oil was announced today by T. S. Petersen, president of Stand- 
ard Oil Co. of California. 

Petersen said Standard Oil Co. of Texas, a subsidiary, would expand its re- 
finery facilities at El Paso by more than two-thirds, to increase the output to 
61,000 barrels daily of petroleum products from the present 36,000 barrels 
daily. 

In addition, Petersen said, the Pasotex Pipe Line Co., another subsidiary, will 
further increase the capacity of the crude oil pipeline running from Wink to 
El Paso by 45 percent. 

Pasotex recently completed a project whereby 68 miles of the 195-mile Wink 
to El Paso line was enlarged to a 20-inch line, thus increasing carrying capacity 
from 45,000 to 55,000 barrels daily. This construction replaced two 8-inch paral- 
leling lines for the 68 miles. 

Under the new project an additional 76 miles of the larger pipe will be installed 
to replace the smaller system. The larger diameter pipe will increase the car- 
rying capacity to 80,000 barrels daily. 

Petersen said the line could be further expanded to an ultimate potential 
capacity of 220,000 barrels daily. 

He pointed out that when Southern Pacific Pipe Lines, Inc., finishes the sec- 
tion of its new products pipeline from the Los Angeles basin to Phoenix, Ariz., 
which is expected to be done late in February there would be a pipeline system 
directly linking west Texas to Los Angeles. Southern Pacific Pipe Lines has 
just completed the El Paso-to-Phoenix leg of this system. 

“If there were an emergency,” Petersen said, “Products or crude oil could 
be transported all the way from west Texas to Los Angeles, with relatively 
simple changes in operation in the Southern Pacific lines. With crude oil 
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available in such apply (supply) at El Paso as our plans contemplate, it would 
be possible to augment the existing capacity moving westward from Texas by 
looping or other means easily feasible. 

“We feel that our program, tied in with the Southern Pacific’s new line, will 
continue to assist in the growth of the oil industry and other industries in 
west Texas and the Southwest,’ Petersen said. “By applying (supplying) 
Arizona markets from west Texas, we will have additional supplies of products 
available in southern California to supply the growing demands of our other 
primary markets on the west coast.” 


APPENDIX C 
SUPPLEMENTAL STATEMENT OF WEST COAST PIPELINE Co. 


Dats 1, TEX., January 28, 1956. 
Hon. F. Epwarp HEBERT, 
Chairman, Subcommittee for Special Investigations, 
Committee on Armed Services, 
House of Representatives, Washington, D. C. 


DeEAR Mr. HEBERT: Only after the close of the hearing on Wednesday last were 
we able to examine the letter from Mr. T. P. Pike, Assistant Secretary of Defense, 
dated July 27, 1955. In that letter an attempt was made to disown the report of 
Colonel Brown (a career officer with no oil-company connections), who conclu- 
sively showed that the lack of a pipeline to the west coast was costing this Gov- 
ernment a million dollars a month. Mr. Pike saw fit, for some reason, to remove 
from the Brown report the attachment referred to therein which proved Colonel 
Brown’s recommendations. If the military’s requirements for the west coast 
were costing the Government $1 million each month 4 years ago, as stated by 
Colonel Brown in his report, then it obviously is doubled or more than that today, 
for Mr. R. H. Fogler, Assistant Secretary of the Navy, in a letter to you dated 
January 9, 1956, states that the tanker rates to the west coast have increased 100 
percent in recent months. 

So that your committee may properly evaluate Mr. Pike’s statements, we call 
your attention to the fact that (as reported in the Oil and Gas Journal of Jan- 
uary 2, 1956, at p. 51, photostatic copy attached), while serving as Assistant Sec- 
retary of Defense Mr. Pike owns and operates one of the largest oil-well drilling 
companies on the west coast and his family owns substantial interests in the 
Republic Supply Co., also on the west coast. This company handles oilfield 
equipment and supplies. The major oil companies on the west coast who have so 
consistently opposed any pipeline from west Texas to California are among 
Mr. Pike’s and his family’s principal customers. 

At the very time Mr. Pike, as Assistant Secretary of Defense, wrote the letter 
to the committee echoing the views of Standard of California, he was drilling 
one—and possibly more—well for the Standard Oil of California. 

Brig. Gen. W. W. White and Mr. Pike, both of whom have presented evidence 
from the Logistics Section of the Department of Defense to your committee, have 
thus demonstrated their direct financial ties with the big importers of foreign oil, 
who thus far have rigorously resisted any possible competition with their imports 
on the west coast. They have taken this position despite the multimillion-barrel 
military shortage of products on the west coast. (See attached copy of article 
from the Oil Daily dated January 19, 1956.) 

Mr. Pike’s suggestion of rationing the civilian population on the west coast 
rather than to support a pipeline from the vast shut-in reservations of Texas and 
New Mexico is, indeed, strange reasoning for a man charged with the responsi- 
bility of the defense of this country. 

The record shows that both Secretary Wilson and General White have stated 
that a pipeline would contribute to the national security, as evidenced by an 
insertion by Dr. Fleming on page 939 of the committee’s hearings : 

“Although the Department of Defense upon request concluded that a crude-oil 
pipeline from west Texas to California would contribute to the national security 
and would have strategic and logistic significance in time of war, it failed to find 
that such a line at this time is sufficiently compelling to recommend the issuance 
of the certificate of essentiality.” 

While all three, Messrs. Wilson, Pike, and White, have resisted construction of 
this pipeline on financial grounds alone, they have raised no objection to the Gov- 
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ernment financing of tanker fleets for the benefit of big oil importers at a cost of 
millions of dollars to the taxpayers, nor is this group voicing any objection to the 
recent 100-percent increase in tanker rates for shipments to the west coast. 

At the beginning of the hearing on this subject and at all times therein, you as 
chairman consistently and clearly advised all persons that your committee was 
not considering the economic phases of this pipeline, but was examining only the 
question of its military need. Because of this admonition we carefully refrained 
in this hearing from presenting facts as to the economic phases of the pipeline. 
Unfortunately Messrs. White, Wilson, and Pike, together with Office of Defense 
Mobilization, are unwilling to limit themselves to your committee’s restrictions. 

We trust that our compliance with the committee’s restrictions will not preju- 
dice us in the committee’s determination, but if it is the committee’s desire to go 
into the economics, we feel confident we can prove not only tremendous savings 
to the Government but complete what we sincerely believe to be the missing link 
in our national security. 

Isn’t it about time that the Logistics Section of the Department of Defense 
has some of its vital petroleum supply decisions made by personnel not connected 
with the importers of foreign oil? 

We request that the material herein contained be included in the record by 
means of this letter and the enclosures, since we had no opportunity to consider 
Mr. Pike’s letter until after the hearing had been recessed. 

Very truly yours, 
West Coast PIPELINE Co. 
LOWELL M. GLASsco, 
Vice President, 
Enclosures. 

Notre.—Letter of T. P. Pike of July 27, 1955, report of Colonel Brown, and 

letter of R. H. Fogler, January 9, 1956, printed elsewhere in the record. 


{The Oil and Gas Journal, January 2, 1956] 
PIKE DRILLING QUITTING BUSINESS 


Los ANGELES.—Thomas P. Pike Drilling Co., of Los Angeles, one of the most 
active contract drillers on the Pacific coast, is quitting business next month. 

Republic Supply Co., of California, will acquire 16 of the 18 domestic rigs 
owned by Pike. Transfer will take place when the equipment has finished present 
contracts in February. 

The supply concern announced it will use the rigs and equipment to expand 
its oilfield drilling equipment rental and sales business. Republic does not plan 
to enter the contract-drilling field. 

Pike announced that one company rig now in Uruguay will continue to operate 
under Dulap & Graham, Inc., a subsidiary of Pike. 

Two of the domestic Pike rigs will be acquired by S. I. Williams and H. G. 
Haney, president and vice president of the Pike firm. They plan to start a new 
drilling firm after the deal with Republic is completed. 

The Williams & Haney Drilling Co. will start operations in California with 
plants tentatively to-expand later from 2 to 5 rigs. 

Neither Pike ner Republic officials elaborated on factors prompting the deal. 
Williams and Haney are*minority stockholders in Pike Drilling and reportedly 
accepted the two rigs to settle their equity. The Pike family holds substantial 
interests in both Pike Drilling and Republic Supply of California. 


{The Oil Daily, October 28, 1955] 
MILITARY CITE SHORTAGE OF AVGAS AND NAvy SPECIAL ON WeEsT COAST 


WASHINGTON, October 27.—Recent offerings of Navy special fuel oil for west 
coast needs and of grade 115/145 aviation gasoline have fallen far short of meet- 
ing requirements, industry representatives were told here at their second con- 
ference this year with officials of the Armed Services Petroleum Purchasing 
Agency. 

Capt. Carl Drescher, Deputy Director of the ASPPA, indicated strongly that 
the ASPPA could have filled its needs completely if it had been willing to accept 
some “incremental price” offerings. 

But, Drescher said he did not think that the military should be called upon to 
take a disproportionate share of total refinery output at high prices. 
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Drescher said that in view of the situation the ASPPA has decided to work up 
detailed figures, based on all of the past fiscal year’s contracts, to show how much 
each company supplies of the total products brought by the military, and by 
individual products. 

He said that this information would not be made public “but we will use it in 
our discussions with representatives of the individual companies.” 

He declined to say what the Navy special fuel oil shortage was on the west 
coast, but he commented: “If anyone here in the room has 2% or 3 million barrels 
lying around, we can use it.” 

Drescher said that the ASPPA had been urged by “some high officials” in the 
industry to fill its normal requirements for a particular area, from that area, 
but he added: “We can’t follow that policy if we do not get coverage.” 

Other ASPPA officials said there were two other principal problems in their 
dealings with the industry. 

One of these is that bidders frequently do not properly fill out the bid forms, 
with the result that bid items are sometimes illegible or on the wrong lines. They 
said this applies to large companies as well as smaller ones. 

The other is that once an award is made, the contractor often does not return 
the contract to the ASPPA promptly and this delays its distribution to military 
inspectors and the others in the Armed Forces. Delays of from 45 days to 60 
days were cited. 

The meeting, the second of its kind with industry representatives, was opened 
by Col. A. C. Gilliam, ASPPA Director, who outlined ASPPA’s purchasing 
activities. 

He said that minutes of the meeting would be made available soon to interested 
industry members, but he urged that officials personally attend such conferences 
in the future since these get-togethers provide a good opportunity for frank dis- 
cussion of problems on both sides of the military oil purchasing activity. 


[ Wednesday, November 23, 1955] 
MILITARY CITES NAvy SPECIAL, AVGAS NEED 
(Washington Bureau) 


WASHINGTON, November 22.—The military is still short about 2.5 million barrels 
of residual fuel oil, mostly Navy special on the west coast, but cut about in half 
its 2 million barrel shortage of grade 155/145 aviation gasoline, according to 
officials at the Armed Services Petroleum Purchasing Agency. 

Capt. Carl Dresher, ASPPA’s Deputy Director, said that he has received an 
informal offer of 500,000 barrels of fuel oil from Sandard Oil Co., of California, 
and is awaiting a formal offer preparatory to negotiating the price. 

“Although we are still short of our requirements of both residual and avgas.” 
Dresher said, “I am confident that the companies will come up with the prod- 
uct—they always have in the past.” 

He said that the ASPPA would accept offers for negotiation on grade 155/145 
aviation gasoline from the west coast, gulf coast, or east eoast. 


(The Oil Daily, Thursday, January 19, 1956] 
SuppPLIERS UrGED To MEET WEsT CoAst MILITARY SHORTAGES 


WASHINGTON, January 18.—Top officials of the Armed Services Petroleum 
Purchasing Agency today again urged suppliers to meet military shortages of 
Navy special fuel oil and residual fuel oil on the west coast for the period ending 
next June 30. 

They said that they need 4,400,000 barrels of Navy special, but so far have con- 
tracts for only 1,100,000 barrels. Recent personal visits to suppliers in California 
and New York have turned up additional “firm and indicated” offers, but a 
shortage of 1,400,000 barrels still remains, they said. 

On west coast residual needs totaling 2,370,000 barrels (broken down among 
cargoes, 600,000 barrels ; marine bunkers, 970,000, and onshore needs of 800,000 
barrels), the military still is short 930,000 barrels. 
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[The New York Times, Friday, January 27, 1956] 


at; 
West Sees Saupri ARABIA HELPING REDS BY BRIBERY 
By Osgood Caruthers 
(Special to the New York Times) 


Carro, January 26.—In the view of United States and British diplomats in 
the Middle East, Saudi Arabia’s intensive campaign of bribery throughout the 
Arab world has proved a tremendous advantage to the Communists and a most 
costly disadvantage to the West. 

Saudi Arabia is pouring out hundreds of thousands of dollars annually from 
royalties she gets from American oil interests to foment disunity along lines that 
have followed almost to the letter the Soviet bloc’s policies in the Middle East. 

This does not mean that Saudi Arabian policy is in the least pro-Soviet. Nor 
is it basically an antipathy for the West that inspires the Saudi Arabian mon- 
archy to promotion of disruption. 

But Western envoys in all capitals of the Arab world have reported to their 
Governments, particularly the United States and Britain, an almost desperate 
need to conceive of some way to counter Saudi Arabian methods, which reach 
into every corner of the area. 

They consider Saudi Arabians’ current activities as dangerous to peace in the 
Middle East as any other single influence. American and British oil men also 
have voiced privately their growing anxiety over the way things are going. 

These men and political experts in the Middle East assert that as long as the 
West continues to feel the urgent need for the rich oil production of Saudi Arabia 
and continues to procure it under terms of existing agreements with King Saud, 
there is little that can be done about it effectively. 

Saudi Arabia’s income comes almost exclusively from millions of dollars yearly 
she receives in royalties from the Arabian-American Oil Co., which is owned by 
United States companies. The Arabian-American Oil Co., known as Aramco 
in the Middle East, has the exclusive right of exploration and exploitation of 
oil in Saudi Arabia. 

In return the company pays to King Saud half its net income under terms 
that prohibit it from attaching any political or financial strings to the deal. 
The continual threat that King Saud might make further demands and restric- 
tions on this lucrative arrangement renders Aramco virtually powerless to do 


anything about the desert monarch’s activities, which have gone so hard against 
the West. 


By Benjamin Welles 
(Special to the New York Times) 


LONDON, January 26.—A voluminous British dossier on alleged Saudi Arabian 
moves against Western interests in the Middle East has been shown to the United 
States Government officials in Washington. 

In recent months Britain has made repeated charges that the Saudi Arabian 
Government was spending large sums, derived mainly from Arabian-American 
Oil Co. revenues, to promote its influence in conjunction with Egypt and to 
combat United States and British political aims in the Middle East. 

The British Government does not plan now to make the file public. It does 


not wish to give an impression of seeking a public dispute with the Saudi Ara- 
bian administration, officials say. 


ARAB LAND SCANS AN APPEAL TO U. N. 


STEP DEPENDS ON UNITED STATES-BRITISH TALK ON OASIS, SAUDI AID IN WASHINGTON 
SAY 


(Special to the New York Times) 


WASHINGTON, January 26.—The officials said they did not believe reports that 
the Arabian-American Oil Co. had paid the Saudi Arabian royalties several 
years in advance. So far as they knew, they said, the company had only under- 


written loans made by the Export-Import Bank and other banks to the Saudi 
Arabian Government. 
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Or BaTTLe Rots THE MippLE EAst 


SAUDI ARABIA’S ROLE WILL BE ON AGENDA WHEN EDEN VISITS EISENHOWER NEXT 
WEEK—ACTS THREATEN BRITAIN—DESERT LAND’S USE OF FUNDS FROM AMERICAN 
CONCERN HURTS CAUSE OF WEST 


By Milton Bracker 


Saudi Arabia’s role in the Middle East will be on the agenda when Prime Min- 
ister Eden calls on President Eisenhower next week. 

In historic perspective, the Buraimi case is largely a 1956 projection of the 
Middle Eastern question of who gets the oil. The problem of oil is basic to any 
understanding of the complex situation. 

Britain’s Iraq Petroleum Co. is exploring the Buraimi area. An overturn of 
sovereignty there in which Saudi Arabia gained the disputed territory might 
very well eventually give the oil to the Arabian-American Oil Co., an American 
eoncern with which King Saud has generally happy dealings. 


SOVIET CAUSE IS AIDED 


The big current problems in the Middle East are the threat of Soviet pene- 
tration and the bitterness between the Arabs and Israel. 

Anti-British agitation paid for at least to some extent by Saudi Arabian oil 
revenue from the American company, tends to damage the cause of the West in 
the area. To that extent, it aids Soviet communism, although there is no tan- 
gible Communist problem in Saudi Arabia. 


THE STORY OF OIL 


What follows are basic facts about the kingdom’s economy. 

Oil was first discovered in March of 1938 and marketed the following October 
16. The development has been exclusively conceded to Aramco, and produc- 
tion—and hence Saudi Arabian revenue—has risen without interruption ever 
since. 

Aramco is owned by four American oil concerns. Standard Oil of New Jersey, 
Standard Oil of California, and the Texas Co. each own 30 percent. The Socony 
Mobil Oil Co. has a 10-percent interest. 

The so-called 50-50 accord of December 1950, which determines the Govern- 
ment and company shares of the oil wealth, works this way: 

According to the company’s own exposition, Saudi Arabia receives from 
Aramco in a combination of “taxes, rentals, per ton royalties and other levies, 
an amount equal to the petroleum producer’s net income after all charges and 
taxes.” 

The annual gross production of crude oil in Saudi Arabia has mounted steadily 
from 495,135 barrels in 1938 to 347,844,850 barrels in 1955. 


APPENDIX D 


JANUARY 31, 1956. 
Hon. T. P. PIKE, 
Assistant Secretary of Defense (Supply and Logistics), Room 3H810, the 
Pentagon, Washington 25, D. C. 

My Dear Mr. SEcRETARY: I transmit to you herewith for comment a letter 
which has been circulated to the membership of the subcommittee by the West 
Coast Pipeline Co., in which reference is made to yourself. 

I would appreciate any comments which you choose to make since the record 
in this proceeding is already at the printer. 

Sincerely yours, 
F. Epwarp Hé&sert, Chairman: 
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APPENDIX E 


ASSISTANT SECRETARY OF DEFENSE, 
SUPPLY AND LOGISTICS, 
Washington 25, D. C., February 2, 1956. 
Hon. F. Epwarp HEBERT, 
Chairman, Subcommittee for Special Investigations, Committee on Armed 
Services, House of Representatives. 

Dear Mr. Hénert: Thank you for your courtesy in sending me a copy of the 
letter which the West Coast Pipeline Co. has sent to the members of your 
comlnittee. 

The Department of Defense’s basic policy on petroleum pipelines is contained 
in the attached letter from the Secretary of Defense to the Director of the 
Office of Defense Mobilization. The position set forth therein remains un- 
changed. 

As you know, West Coast Pipeline Co. received a certificate of necessity in 
April 1952 which, through extensions, remains valid until July 1956. How- 
ever, after the most painstaking study, the Department of Defense has con- 
sistently concluded that the need for a petroleum pipeline from west Texas to 
California is not sufficiently compelling to recommend direct Government finan- 
cial participation for the construction or operation of any such line. 

This conclusion has also been reached by the Munitions Board, the Petroleum 
Administration for Defense, the Oil and Gas Division of the Department of the 
Interior, the special committee appointed by the Director of the Office of De- 
fense Mobilization, and the Chairman of the Joint Chiefs of Staff. 

This record of unanimity of opinion among Government agencies covers a 
period of several years and two administrations. 

Sincerely yours, 
a. P. Pee. 


THE SECRETARY OF DEFENSE, 
Washington, July 21, 1954. 
Dr. ARTHUR S. FLEMMING, 
Director, Office of Defense Mobilization. 

Dear Mr. FLEMING: On account of recent discussions regarding petroleum 
pipelines, it seems desirable to restate the Department of Defense policies in 
regard to such matters: 

1. Petroleum pipeline facilities from the midcontinent (including Texas) and 
the Rocky Mountain oil-producing areas to the east coast or the west coast will 
ereatly improve the flexibility and capacity of our petroleum transportation 
facilities and will have strategic significance in an all-out emergency. Under 
certain conditions such pipelines could make tankers available for other pur- 
poses that normally might be used in transporting oil from gulf coast ports 
both east and west. 

2. In those cases where increased flexibility and capacity of transportation 
facilities will result and where the new facilities can pay their way in peace- 
time, the Department of Defense recommends to the appropriate Government 
agency that certificates be granted for accelerated tax amortization for any 
such projects. 

3. Other than the above, the facts do not justify the Department of Defense 
recommending any Government participation directly in such projects for 
standby facilities only, either through the issuance of a certificate of essentiality 
in connection with direct Government loans or through Government guarantee- 
ing of private loans under the Defense Production Act. 

4. The Department of Defense recognizes that to make a petroleum pipeline 
feasitle and practical, crude oil must be available and commitments made by 
producers to supply the oil; and refining capacity must be available at the 
terminal point and commitments made by the owners of such capacity to take 
the oil. To establish such business relations is the responsibility of the spon- 
sors of the pipeline. : 

Sincerely, 
C. E. WILSon. 





1226 SOURCES OF SUPPLY OF OIL AND OTHER PETROLEUM PRODUCTS 


APPENDIX F 


FEBRUARY 6, 1956. 
Hon. T. P. PIKE, 
Assistant Secretary of Defense, Supply and Logistics, 
Department of Defense, 
Washington, D. C. 

DEAR Mr. PIKE: I have your letter of February 2, 1956, acknowledging receipt 
of my letter of January 31, 1956, enclosing a letter addressed to the members of 
the subcommittee by the West Coast Pipeline Co., dated January 28, 1956. 

I have examined the contents of your letter of February 2, 1956, which re- 
iterates your Department’s position on the basic decision involved in this matter ; 
and I am pleased likewise to have for the subcommittee records the letter of 
the Secretary of Defense to the Director of Defense Mobilization dated July 
21,1954. I note that you emphasize the unanimity of opinion among Government 
agencies with respect to this decision. 

Your letter of February 2, 1956, does not, however, respond to certain state- 
ments contained in a letter of the West Coast Pipeline Co. dated January 28, 
1956, which is a part of the subcommittee files and which was sent to you for 
comment. Among the statements and assertions of the West Coast Pipeline Co. 
with respect to yourself, are the following: 

1. That you removed from the Brown report the attachments referred to 
therein which proved Colonel Brown’s recommendations : 

2. That while serving as Assistant Secretary of Defense, you own and 
operate one of the largest oil-well drilling companies of the west coast; 

3. That your family owns substantial interests in the Republic Supply Co. 
which sells equipment and supplies to consistent opponents of the applicant’s 
West Coast Pipeline Co. ; 

4. That at the time you wrote to this subcommittee, you were drilling one 
and possibly more wells for the Standard Oil of California ; 

5. That you have direct financia* ties with big importers of foreign oil. 

The subcommittee expresses no opinion on the truth or falsity of any of these 
charges nor upon their relevancy to the present inquiry. I suggest to you that 
they are contained in a letter on file with the subcommittee, for such action as you 
may deem advisable in the premises. 

Sincerely yours, 
F. Epwarp Hé&sert, Chairman. 


APPENDIX G 
JANUARY 30, 1956. 
STaTeE RAILROAD COMMISSIONER, 
State Capitol, Austin, Tez. 

DEAR Mr. COMMISSIONER: This subcommittee has had under consideration the 
question of the military necessity for an oil pipeline connecting the west Texas 
fields with district 5, California. 

One of the questions that was discussed by the subcommittee was the potential 
of the west Texas fields both as presently operated under your State conservation 
plan and the potential capacity when in full emergency or full peacetime use: 
That is, using the “shut-in’’ capacity in the latter case to the full extent consist- 
ent with sound practice. 

We would prefer that this information come from you as the authoritative 
source in such matters. Some difference of opinion has developed over these 
figures. 

If this question could receive your immediate attention and we could get the 
figures from you soon, it would be of great assistance to the subcommittee in 
its deliberations. 

I am enclosing a self-addressed airmail envelope for your response. Anything 
you can do in this matter will be greatly appreciated. 

Sincerely yours, 
JOHN J. CourTNEY, Special Counsel. 
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RAILROAD COMMISSION oF TEXAS, 


Austin, February 7, 1956. 
Mr. JOHN J. COURTNEY, 


Special Counsel, 
House of Representatives Committee on Armed Serviees, 
House Office Building, Washington 25, D. C. 

DEAR Mr. CourtNeEY: In reply to your letter of January 30, and in further sub- 
stantiation of our telephone conversation, I am enclosing herewith a calculation 
of allowables for the State of Texas as of January 28, 1956. I have marked in 
red, district 7B, the Abilene district, district 7C, the San Angelo district, and 
district 8, the Midland district. These three districts are generally considered 
to constitute the west Texas area although sometimes only 7C and 8 are con- 
sidered to be west Texas. 

Column 2, which is headed “Schedule daily allowable,’ represents the total 
allowable for all wells in the district if there were no shutdown days; that is, 
if all wells were allowed to produce on a 30-day or 31-day basis. 

Column 38 represents the allowable of those wells presently exempt from 
shutdown. 

Column 4 represents the allowable of wells subject to shutdown, and column 5 
is obtained by multiplying the fourth column by the fraction of the number of 
permitted producing days over the total number of days in the month. For the 
month of January, this fraction is seventeen thirty-firsts and accounts for the 
figures found in column 5. 

For district 7B, 7C, and 8, the total schedule allowable is 2,612,556 barrels and 
the total average calendar day allowable is 1,562,950 barrels. It might be mis- 
takenly concluded that the difference in these two figures represents the amount 
of shut-in capacity in west Texas, however, this is not a realistic approach. 

The total schedule allowable is based on periodic MER hearings for all of the 
fields in the district. In these hearings we go into production history, bottom- 
hole pressure, gas-oil ratio, water-oil ratio, and other pertinent data and try 
to keep our findings as up to date as possible. However, there is no accurate 


way to determine the MER for a field without having first produced the field 
for a period of time at various rates, the maximum of which are equal to or in 


excess of the finally determined MER. 

In Texas we have been producing on a 15- to 18-day pattern for so long that no 
one is accurately able to determine what our fields would do on a 31-day basis. 
It is certain that not all of our fields could stand 31 days for any sustained 
period of time. However, to say what number of days they could sustain for 
say a 2-year period, is purely a matter of judgment based on experience and 
necessarily must represent an arbitrary conclusion that can neither be proven 
nor disproven. 

It would appear that 25 days might be a reasonable average number. Ona 
25-day basis, the total allowable for the 3 west Texas districts would be 2,165,600 
barrels which is to 602,650 barrels above the present 17-day allowable. 

In addition, there must be taken into consideration the fact that many wells 
presently are unable to produce their full allowable. Many of the exempt 
fields, the allowable for which is shown in column 38, are old fields which are 
being allowed to produce at capacity, the production from which is steadily 
declining. We cannot possibly keep our allowable schedule consistent with the 
declining producing ability. These old fields, therefore, are always substantially 
underproduced. In addition, there are some wells in every field which, because 
they are located near the edge of the field or for other reasons, are unable to 
make the full allowable. The total underproduction for the month of Novem- 
ber 1955 constituted 18 percent in district TB, 17.16 percent in district 7C, and 
8.74 percent in district 8. How much underproduction would occur if the fields 
were increased to 25 days is again a matter of conjecture, but it would certainly 
be a somewhat larger percent than at present. 

In conclusion, therefore, while it is purely an arbitrary figure and somewhat 
grabbed out of the air, it does not appear that the estimate which we discussed 
over the telephone of one-half million barrels of reserve or shutin producing 
capacity in the three west Texas districts is an unreasonable figure at this time. 

Yours very truly, 


WILLIAM J. Murray, Jr. 
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Railroad Commission of Texas, oil and gas division 


[Average calendar-day allowable as of Jan. 28, ee 


Schedule | | Total aver- 
a daily Col. 4, con-| age calen- 
— | Exempt allowable | verted to dar-day 
District | all verntio | allowable | subject to | calendar- | allowable 
: :% P shutdown | day basis | col. 3 plus 
col. 5 


(6) 





, 79% 67, 342 
143, 719 160, 921 

303, 234 492, 141 

184,950 | 266, 849 

33, 352 | 58, 283 

114, 361 139, 391 

; | 205, 698 226, 113 

7 a DEG. So a 71 | : 135, 177 203, 348 
7-C, San Angelo . 9 377, 51 | 348,213} 185,589 | 214,440 
8, Midland | 39,33 938,899 | 1, 145, 162 
9 133,998 | | 295, 659 
138, 600 | 129, 590 | 4,941 | 134, 531 

164,636 | 5, 402, 474 | 993,467 | 4, 409, 00 "2,410,713 | 3, 404, 180 


| 
| 








1 Denotes all of district 6 except the east Texas field. 
2 Denotes the east Texas field. 


Total number of wells as of Jan. 28, 1956 eer oy See eh he on dk ga 164, 636 
Total number of wells as of Jan. 21, 1956__.-.....--.._---- 5 sisveds dhe bepaceala ae 209 


«a7 


Total average calendar-day allowable as of Jan. 28, 1956. _...........--.....---.-------.------- 3, 404, 180 
Total average calendar-day allowable as of Jan. 21, 1956. ............-._-.---.---.-------------.. 


I in ia Sits. Sabb cbdaee dak 
Total number of fields____- 
Total number of fields exempt- 


APPENDIX H 


WEsT Coast PIPELINE Co., 


Dallas 1, Tex., February 7, 1956. 
Hon. EpwArp HEBERT, 


Chairman, Subcommittee for Special Investigations, 
Committee on Armed Services, 
House of Representatives, Washington, D.C. 

Dear Mr. H&éBert: One of our vice presidents sent you a letter outlining certain 
of Mr. T. P. Pike’s financial affiliations. 

This last week Mr. Wilson, Secretary of Defense, in a statement to the press 
referring to Mr. Glasco’s letter, stated “the allegations in that statement are 
absurd.” 

For the information of the committee, we are attaching hereto further details 
of Mr. Pike’s connections with his drilling company and his plans of disposition 
thereof. The attachment is a photostatic copy of an article appearing in the 
Petroleum Week for January 6, 1956, beginning at page 15. 

Very truly yours, 
JOHN B. MILLs, President. 

Enc. 


{Petroleum Week, January 6, 1956] 
PIKE DRILLING To DISSOLVE 


Thomas P. Pike Drilling Co., of Los Angeles, biggest drilling contractor in 
California and one of the best known in the Nation, is going out of business 
(Petroleum Week, Dec. 30, 1955, p. 5). 

With complet ion of jobs already contracted, the firm will sell its rigs, ending 
a 17-year rise from an obscure 1-rig operation to one of the most successful 
drilling contracting firms in the world. 

The company’s equipment will be purchased by Republic Supply Company of 
California, also controlled by the Pike family. 
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P. M. Pike, the founder of the supply company, is the father of Thomas P. Pike, 
founder of the drilling company, and of John J. Pike, now president of Republic. 
The Pike family owns about 70 percent of the drilling company’s stock and almost 
half of the supply company’s stock. 

Petroleum Week learned this week that the deal will be completed through 
an exchange of the two firms’ stock. A two-thirds majority approval by the 
stockholders of both firms is required for completion of the deal. 

No reason for dissolution of the company was given. 

California contractors in general have had a bad year, and a year-end slump 
has worsened the situation. But the Pike company was not believed in trouble. 
A recent issue of the company’s magazine, Monthly Tour, reported 15 Pike rigs 
active, 1 preparing to drill, and the other 2 as having recently completed jobs. 

The same issue of the periodical reported that Pike grossed $6,158,125.46 
from August 1, 1954, through July 31, 1955. 

The supply company specifically stated that it does not intend to enter the 
contract drilling business. 

The equipment will be rented or sold. No value was placed on the 18 rigs, 
which range from truck-mounted masts to 1 of the 2 biggest drilling units in the 
world. 

But a new firm will emerge from the transaction, formed by Pike’s top officers. 

Stanwood I. Williams, president of Pike, and H. G. Haney, vice president, will 
go into business as the Haney & Williams Drilling Co. when the dissolution of 
the Pike firm is completed. They plan to operate two rigs to begin with, and 
acquire more equipment as needed. 


[The Oil Daily, Thursday, February 2, 1956] 
MILITARY STRESSES WEST COAST NEEDS 


WASHINGTON, February 1.—The military has again appealed to west coast 
suppliers to meet a deficit of about 2,500,000 barrels in requirements for Navy 
special and residual fuel oils in the current 6-month period. 

The Armed Services Petroleum Purchasing Agency, in telegrams to presidents 
of the companies, expressed appreciation for efforts in reducing the deficit to its 
present level—but urgently appealed for still more offers, setting a deadline 
on February 9. 
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APPENDIX I 
FEBRUARY 8, 1956. 
Hon. T. P. PIKE, 
Assistant Secretary of Defense (Supply and Logistics), 
Department of Defense, Washington, D. C. 

DEAR Mr. PIKE: Since my letter to you of Monday, February 6, 1956, in which I 
called attention to representations made to this subcommittee by West Coast 
Pipeline Co., the subcommittee has received a letter dated February 7, 1956, 
signed by John B. Mills, president of West Coast Pipeline Co. (enclosure 1), 
with certain additional data thereto attached, including: 

Enclosure 2: An excerpt from the Oil Daily, issue of February 2, 1956; and 

Enclosure 3: A photostatic copy of a page from Petroleum Week, issued Janu- 
ary 6, 1956, entitled “Pike Drilling To Dissolve.” 

The subcommittee restates its position that no opinion is expressed on the 
truth or falsity of any of these representations nor upon the releyancy to the 
present inquiry. However, on February 6, 1956, the subcommittee referred to 
you certain representations lodged with it and these additional representations 
are sent to you, since they are a part of the subcommittee’s files in this matter, 
for such acion as you may deem advisable in the premises. 

Sincerely yours, 
F. EpwarbD HEBERT, Chairman. 

Enclosures (3). 


APPENDIX J 


ASSISTANT SECRETARY OF DEFENSE, 
SUPPLY AND LOGISTICS, 
Washington, D. C., February 9, 1956. 
Hon. F. EpWARD HEBER?, 
Chairman, Subcommittee for Special Investigations, 
Committee on Armed Services, House of Representatives. 

DEAR MR. HEBERT: Reference is made to your letters of February 6 and 8, 1956, 
regarding certain statements contained in letters dated January 28 and Febru- 
ary 7, 1956, from the West Coast Pipeline Co. which are on file with your 
committee. 

It is my understanding that your committee verbally, on July 26, 1955, re- 
quested a copy of Colonel Brown’s memorandum of October 4, 1952, to the Muni- 
tions Board Joint Petroleum Committee. In accordance with the committee’s 
desire, that memorandum was transmitted with my letter of July 27, 1955. I 
note that on January 30, 1956, your counsel, Mr. Courtney, requested enclosures 
to that memorandum. I am attaching herewith the enclosures requested to- 
gether with explanatory material to assist your committee in evaluating this 
information. 

Mr. Glasco, in his letter, implies that in the matter before your committee I 
have been influenced by “direct financial ties with big importers of foreign oil.’ 
Such an inference is completely and unequivocably false and unwarranted. 

In connection with the statements made by Mr. Glasco as a basis for the infer- 
ence he draws, I would like to provide the following information. Prior to 
assuming the position of Asistant Secretary of Defense for Supply and Logistics 
on May 3, 1954, I had resigned as president and as a member of the board of 
directors of the Thomas P. Pike Drilling Co., a California Corp. Since that date 
I have not participated in managing or operating any of the company’s drilling 
business. 

I am aware that the Thomas P. Pike Drilling Co. has been and still is drilling 
a well for Standard Oil of California. As a matter of fact, this drilling company 
has drilled many wells for individuals, small companies, independents, and major 
oil producers. However, it should be noted that the contract oil-well drilling 
business is a highly competitive one and that this particular contract as well as 
all others are awarded on a strictly competitive bid basis. 

With respect to the Republic Supply Co., this company was organized by my 
father in 1917 as an oil well supply business. However, today over 60 percent 
of its business is in the general industrial supply field having no relation to the 
oil industry. I severed all relations with this company in 1938 when I resigned 
as an officer and director. My sole interest consists of holdings of approximately 
4% percent of the outstanding stock which arose out of a trust established by 
my father during my minority. ; 
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With respect to the article marked enclosure 3 in Mr. Mills’ letter of Febru- 
ary 8, I wish to state that it is substantially accurate, except as to stock holdings 
in the Thomas P. Pike Drilling Co. of which approximately 30 percent is owned 
by officers and employees of the company, and the balance by my wife, our three 
children, and myself. However, I fail to see any relevance whatsoever between 
that article and the insinuations contained in Mr. Glasco’s letter. 

If I can be of any further assistance to the committee, please let me know. 

Sincerely yours, 
T. P; Paes. 

Enclosures 5. 

FEBRUARY 9, 1956. 


EXPLANATORY NOTES REGARDING ATTACHED ENCLOSURES, 1 THROUGH 5, TO LETTER 
DATED OCTOBER 21, 1952, From THE ARMED SERVICES PETROLEUM PURCHASING 
AGENCY, Suspsecr: “Wrst Coast PIPELINE Co. Proposep CONSTRUCTION,” 


Of the total excess costs ($11.2 million) incurred by the Government as shown 
in enclosure 2, for fiscal year 1952, more than half is attributed to purchases of 
aviation gasoline from the gulf coast for west coast and Pacific area uses. 
Colonel Brown's letter states that the pipeline from west Texas to California 
would have provided sufficient crude oil to offset this military deficit on the 
west coast. This interpretation of the statistics in enclosure 2 is fallacious. 
For example, the prime component of high-quality aviation gasoline is known 
as alkylate. It is produced in a special type refining unit from gaseous prod- 
ucts coming essentially from other special types of refining units. Alkylate is 
not produced directly from crude oil or a fraction cut from crude oil. This 
shortage of aviation gasoline on the west coast was primarily due to a shortage 
of alkylate-producing capacity and not to a deficit of crude oil. 

It should be pointed out that the Armed Services Petroleum Purchasing 
Agency’s prime function is to purchase refined petroleum products for the mili- 
tary services. The Armed Services petroleum Purchasing Agency has no re- 
sponsibility for mobilization planning and is neither staffed nor does it have 
the required resources available to fully evaluate proposals such as that ad- 
vanced by the West Coast Pipeline Co., Enclosure 4 expresses ideas and sug- 
gestions of an interoffice type. The recommendations in this enclosure and all 
information submitted by Colonel Brown’s letter were fully considered in con- 
nection with the evaluation of the military necessity for such a west coast line 


(Enclosure 1) 


West Coast PIPELINE Co., 
Dallas, Tex., September 25, 1952. 
(From the offices of Ebasco Services, Inc., 1625 I Street NW., Washington, D.C.) 


Col. Doveias R. Brown, 
Executive Officer, Armed Services Petroleum Purchasing Agency, 
Washington, D. C. 

Drar COLONEL Brown: This will confirm the information given you during our 
meeting in your office on September 22, 1952, and to review the suggestions we 
made relative the military’s interest in our project to build a crude oil pipeline 
from west Texas-New Mexico production areas to the Los Angeles Basin. In 
approving our program, the Petroleum Administration for Defense has allotted 
controlled materials required to start construction, including 56,000 tons of steel 
pipe for fourth-quarter delivery. This initial quota will permit us to begin 
laying pipe in January 1953. The present plan is to complete construction 
during the third quarter of 1953. 

Since shortages of crude production and supply of petroleum products on the 
west coast necessitates the daily movement of more than 80,000 barrels of 
petroleum products from the gulf coast through the Panama Canal westward 
to meet requirements of the military on the west coast and Pacific areas, we 
believe that your office should be vitally interested in our project. For this 
reason we are pleased to supply some details about our program. 

It was our original plan to build a 20-inch by 22-inch pipeline from Wink, Tex., 
to the Los Angeles Basin. Recognizing the military importance of the facility, 
the PAD approved a pipeline of larger capacity and, on July 11, 1952, on Form 
PAD 26, file No. T-2923, authorized the commencement of construction of a 
24-inch by 26-inch pipeline having maximum throughput capacity of 300,000 
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barrels per day. In paralleling action and with PAD’s recommendation, the 
Defense Production Administration on August 15, granted a necessity certificate, 
TA-NC-15, providing for the accelerated amortization of 25 percent of the cost 
of construction of the larger capacity pipeline. 

Our present program is to build a pipeline with a capacity of 175,000 barrels 
per day at a cost of approximately $87 million. This estimate is based on a 
24-inch by 26-inch pipeline with 7 pumping stations. The facility can be brought 
to full design capacity of 300,000 barrels per day by completing the construction 
of 5 more pumping stations. 

White, Weld & Co., together with Union Securities Corp., is handling the 
financing of the initial construction program. It is significant to note that this 
960-mile pipeline will be a common-carrier facility because the West Coast 
Pipeline Co., is an independent and has no corporate affiliation with major 
producers or refiners. 

It is customary to finance projects of this character on the basis of long-term 
commitments. On the other hand, in the oil business it is customary to enter 
into operating agreements based on commitments of relatively shorter term. 
We expect to compromise these two customs by obtaining 5-year term through- 
put contracts and setting up the senior financing on approximately the same 
basis as to term. To this end, we are negotiating contracts covering the move- 
ment of approximately 40,000 barrels per day. White, Weld & Co. has stated 
that within this general framework there are two ways in which to complete 
the financing program. The first is to proceed on the basis of present negotia- 
tions to move 40,000 barrels per day for which we would be compelled to set 
tariff of 60 cents per barrel. Secondly, we may endeavor to commit an addi- 
tional 60,000 barrels per day which would permit establishing a tariff of 50 cents 
per barrel. 

We are continuing negotiations with oil companies which have large refineries 
on the west coast and which have large reserves in west Texas-New Mexico 
production areas available for movement to the west coast. Their commitment 
for the needed additional 60,000 barrels per day would permit financing on the 
basis of the lower tariff. Since a lower tariff is in prospect, it appears reason- 
able to assume that your Agency should be interested in our negotiations to 
commit the movement of the additional 60,000 barrels per day. We are con- 
fronted with delays in completing negotiations with the oil companies. Because 
of the importance of the pipeline as a military-security facility, we feel we 
should bring the status of our financing activities to your attention. 

In the event we are unable to secure commitments for the additional 60,000 
barrels per day needed to support the hoped-for 50-cent tariff, is there some 
means by which your Agency could provide the assistance of the military to 
assure the needed additional throughput? 

The essentiality of the pipeline in our national-defense program has been 
firmly established. The abundant supply of crude oil in west Texas-New Mexico 
production areas can be used to offset the growing shortages in California. 
Taking advantage of the availability of west Texas-New Mexico crudes to relieve 
the shortage on the west coast will offset demands to open the Elk Hills Reserves 
to meet military and civilian requirements. The pipeline movement of crude 
oil to Los Angeles is both more dependable from the military viewpoint and 
cheaper than tanker shipment through the Panama Canal. The need now is to 
expedite the financing of the project on the basis of the lower tariff. Early 
completion of the financing means earlier completion of construction. 

The opportunity to bring these matters to your attention is appreciated. 
We hope we have your endorsement of our negotiations to complete commitments, 
which would permit establishing the lower tariff to the benefit of the military 
as well as civilian purchasers of petroleum products on the west coast. It is 
our opinion that such endorsement may obviate the need for guaranties which 
would support the lower tariff. 

Very truly yours, 
L. M. Guasco, President. 
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(Enclosure 3) 


{Western Union] 
New York, N. Y. 
LOWELL GLASCO, 
Mayflower Hotel: 


Confirming our telephone conversation this morning our studies with EBASCO 
confirm that based on throughput of 100,000 barrels per day the tariff would 
have to be 50 cents per barrel; but if daily throughput is increased to 125,000 
barrels, tariff can be 4624 cents; based on daily throughput of 150,000 barrels, 
tariff can be 43% cents; and based on daily throughput of 175,000 barrels, tariff 
can be 40 cents. This assumes, of course, no increase in present prices of steel 
labor or supplies. 

WHITE, WELD & Co. 
By FRANK KERNAN. 


(Enclosure 4) 


IpEAS WHICH MIGHT BE INCORPORATED IN REPLY TO WEST COAST PIPELINE Co. 
LETTER OF SEPTEMBER 25, 1952 


Receipt is acknowledged of your letter of September 25, 1952, reciting your 
plans to construct a 24- to 26-inch crude oil pipeline from Wink, Tex., to the Los 
Angeles Basin. 

The military is vitally interested in the prospect of establishing a direct 
inland pipeline link between the oil reserves and production areas of the west 
Texas-New Mexico and the west coast. Presently, because of shortage in 
crude supply from California production, even though substantial idle refinery 
capacity is locally available, the military is required to meet its demands in 
California and in the Pacific areas by tanker shipment of products from gulf 
ports through the Panama Canal. 

We are importantly interested in your program for two basic reasons. First, 
the strictly military or defense aspect of a direct inland connecting link between 
petroleum supply and reserves of west Texas and the established port forwarding 
points in California. Secondly, the opportunity which such a link affords in sav- 
ing the millions of dollars which the military now spends for tanker transport 
of products from gulf supply points westward through the canal. 

Our present concern is that the capacity of your pipeline will be such as to 
make a major contribution to our overall defense preparedness program. Sec- 
ondly, that the utilization of the facility will be such as to assure positive relief 
from the expense now incurred to supply the military with products vital in 
our Pacific operations. 

For your information we are making a thorough study of your project to deter- 
mine what action we may take to assure early completion of the Texas-California 
pipeline. You may expect further advice from us on this subject in the near 
future. 


(Enclosure 5) 


EBASCO Services, INC., 
Washington 6, D. C., October 14, 1952. 
Memorandum for Col. Douglas R. Brown 
Re out-of-State natural-gas deliveries to California. 


California suffers from a shortage of natural gas as well as crude oil. Natural 
gas from Texas was first transported to California several years ago when the 
El Paso Natural Gas Co. and a sister company in California, the Southern 
Counties Gas Co. constructed a 30-inch pipeline across southern Arizona and 
New Mexico to a point near Los Angeles. This facility made connection with 
the natural-gas pipeline system in California extending along the coast from San 
Diego to the San Francisco area. 

Since then the facilities have been augmented to allow current delivery of 
805,000 M ec. f. a day. By the end of 1953 new construction will permit delivery 
of a total of 1,105,000 M ec. f. a day of out-of-State natural gas to the three major 
natural-gas distributing companies in California. 
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The natural-gas pipeline industry continues its planning to meet the future 
requirements for gas in California by delivery of out-of-State natural gas to 
augment the local production. California’s production from its own natural-gas 
reserves offers no hope of meeting local needs any more than local crude-oil pro- 
duction may be expected to meet growing market demand for petroleum products. 

Federal Power Commission Docket Nos. G—2043 and G—2044 of September 8, 
1952, present the application of the El Paso Natural Gas Co. for permission to 
build additional facilities for a further increase of out-of-State deliveries to 
California by 400,000 M ec. f. a day. This project involves an expenditure of 
$176,250,000 for a new natural-gas pipeline made up of 721.8 miles of 30-inch 
O. D. pipe and 181.4 miles of various sizes. The application was rejected on 
September 22, 1952, due to technicalities in form of presentation. It is expected 
that El Paso will make a new filing in the near future, correcting the technical 
deficiencies of the September 8 filing. 

As a matter of general interest it is noted that westward from Guadalupe Pass 
in Texas, the route of the West Coast Pipeline Co.’s crude-oil pipeline parallels 
the route of the natural-gas pipeline system of the El Paso Natural Gas Co. and 
the Southern Counties Gas Co. 

Attached is the latest official map published by the Federal Power Commission 
showing the principal natural-gas pipeline transportation systems in the United 
States. While not exactly current, this map will serve to illustrate how the 
natural-gas industry is meeting the California shortage by pumping millions of 
cubie feet of out-of-State natural gas into the California gas pipeline network. 


Ray C. BuURRUS. 


x 
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PERATING COMPANIES Eee Soe 
67 Northern Iadiana Public Service Co. 82 Piedmont Natura: Gas Co., Inc. | 98 Sauth-rn Union Gas Co, | £13 Utah Pipeline 
68 Northern Natural Gas Co, 84 Potomac Gas Co. . | 98 South-est Natural Gas Co. | 114 Valley Gas Pipe Line « 
@@ Northern Pipe Line Co, 85 Public Service Co. of North Carviina, Inc, 100 South. «stern Public Service Co. } 215 Virginia Gas Transmisstor 
70 Northers Utilities Ca, 86 Public Service Co. of Northern [linots 101 South <«estern Virginia Gas Transmiscion Co. 116 West Texas Gas ( 
Ti =“Northwest Natural Gas Ca, 87 Public Service Corp. of Texas } 102 Stamc.rd Pacific Gas Line, Inc. 117 West Texas Utilitie 
72 Oo Fuel Gas Co. 88 Rocky Mountain Gas Co. 103 Tennessee Gas Tranamission Co. 118 Westcoast Transmission 
73 Oklahoma Natural Gas Co. 89 San Diego Gas & Electric Co, 104 Tennessee Natural Gas Lines, Inc. | 119 Western United Gas & Elect: 
14 Pacific Gas & Electric Co. Shenandoah Gas Co. 108 Texa: Eastern Transmission Corp, | 320 Zenith Gas System. Inc 
75 Pacific Lighting Corp, 91 South Central Alabama Natural Gas Co. 106 Texa: Gas Transmission Corp. 
76 >ccifie Northwest Pipeline Corp, ¥2 South Georgia Natura! Gas Co, 107 Texas [\limots Natural Gas Pipe Line Co. i 
TT °onkandle Rastern Pipe Line Co. 93 South Jersey Gar Co, 108 Tran»continental Gas Pipe Line Corp. ' 
76 °enn-York Natural Gas Co, 94 Southern Californias Gas Co, 108 Trunxiine Gas Supply Co. 
79 Pransyivania Gas Co. 95 Southern Counties Gas Co, of California 110 Unites Fuel Gas Co. 
80 Peoples Natural Gas Co,, The 96 Southern Gas Line, Inc. LLL Unites Gas Pipe Lime Co. 
81 Petroleum . 97 Soathern Natural Gas Co. 112 United Natural Gas Co. i 





ree mee cen coe ow 


NO RCN. 


aaa 





SS 




















65499 O - 56 ~ pt. 2 (Face p. 1240) 





